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Re:  Parcel-to-Parcel  Linkage 
Program- Project  1 
Bedford-Kingston/Parcel  18 

Dear  Mr.  Homer: 


On  behalf  of  Urban  Investment  and  Development  Co.,  I  am  very  pleased  to 
submit  our  proposal  for  the  formation  of  a  joint  venture  with  Columbia 
Plaza  Associates  to  develop  the  above-referenced  linked  parcels. 

Urban  views  both  sites  as  prestigious  opportunities  to  create  high 
quality  and  imaginative  projects  generating  significant  public  benefits 
and  economic  value  for  the  joint  venture  partnership  while  enhancing 
the  environment  of  the  surrounding  community  and  city-at-large.  We 
endorse  the  concepts  of  Challenge  Track  prepared  by  the  Boston  Re- 
development Authority,  and  are  prepared  to  enter  into  good  faith 
negotiations  to  conclude  all  essential  business  agreements  within 
4-6  weeks  after  tentative  designation. 

In  developing  our  concepts  over  the  past  few  weeks  for  both  the  Bedford- 
Kingston  and  Parcel  18  sites,  we  believe  that  we  have  prepared  realistic 
preliminary  models  to  begin  discussions  relating  to  the  most  essential 
aspects  of  a  sound  business  relationship.  However,  it  is  also  apparent 
to  us  that  considerable  additional  thought  and  analysis  must  be  given 
to  the  complex  issues  identified,  particularly  those  relating  to 
Parcel  18,  before  the  final  development  plans  can  be  formalized. 
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Mr.  Ronald  A.  Homer  -  2  -  December  21,  1987 


In  response  to  your  letter  of  November  25,  1987,  we  do  consider  it 
very  important  for  CPA  to  visit  other  comparable  size  developments 
being  undertaken  by  Urban  today.  To  this  end,  we  invite  you  and  your 
associates  to  visit  our  major  projects  in  Hartford,  Philadelphia  and 
Chicago.  While  in  Chicago,  our  corporate  headquarters,  you  will  have 
the  opportunity  to  meet  my  partners  at  JMB/Urban,  and  give  us  a  chance 
to  become  better  acquainted.  We  will  make  the  necessary  arrangements 
at  your  convenience. 

We  thank  you  for  the  opportunity  to  submit  our  proposal  and  for  the 
cooperation  extended  us  during  these  last  few  weeks.  We  look  forward 
to  working  with  Columbia  Plaza  Associates  and  hope  this  is  the  begining 
of  a  long  relationship  for  not  only  the  projects  contained  in  this 
proposal  but  other  development  opportunities  in  this  great  City. 

Should  additional  information  be  required,  I  will  gladly  provide  it.  We 

would  welcome  the  opportunity  to  present  our  concept  for  "Gateways  to 

New  Opportunities"  to  you  and  your  associates  at  your  earliest  convenience, 

Very  truly  yours, 

:nt  and  development  co. 


id 
Senior  Vice  President 

RKU/cb 
Attachment 
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Executive  Summary 


The  Objective 

Urban  Investment  and  Development  Co.  is  herewith  presenting  its 
qualifications  and  concepts  for  forming  a  joint  venture  relationship 
to  develop  the  linked  parcels  of  the  Bedford /Kingston  and  Parcel 
18  sites.  It  is  our  assessment  that  both  parcels  offer  tremendous 
potential  to  create  innovative,  and  economically  rewarding  real 
estate  assets.  It  is  also  a  special  opportunity  to  share  the  rewards 
with  the  greater  Boston  community  through  the  public  benefits 
concepts  set  forth  in  the  Challenge  Track  plan  prepared  by  the  Bos- 
ton Redevelopment  Authority. 


The  Developer 

Urban  Investment  and  Development  Co.  is  today  one  of  the 
nation's  largest  full-service  real  estate  development  firms.  As  a 
subsidiary  of  JMB  Realty  Corporation,  the  combined  property 
portfolio  now  totals  more  th^n  20  billion  dollars  -  located  through- 
out the  United  States.  Not  only  does  Urban/JMB  have  significant 
financial  resources,  it  has  a  multi-disdplined  staff  of  professionals 
committed  to  undertaking  extraordinary  challenges  to  produce 
exciting  "people  places".  Copley  Place  in  Boston,  one  of  the  best 
examples,  is  today  one  of  the  most  vibrant  and  successful  mixed- 
use  projects  in  the  country.  It  has  contributed  towards  the  revitali- 
zation  of  the  entire  Back  Bay  of  Boston,  and  linked  it  with  its  neigh- 
bor, Boston's  South  End.  With  nearly  10  years  experience  in  Boston, 
Urban  has  acquired  a  deep  insight  and  understanding  of  the  com- 
plex public  approval  process  associated  with  any  large  scale  com- 
mercial development. 


Columbia  Plaza  (The  Bedford/Kingston  Site) 

Our  preliminary  assessment  is  that  this  site  is  a  highly  sought  after 
location  for  building  a  high  quality  office  building,  with  extensive 
ground  floor  retail  and  related  community  facilities.  While  there 
are  certainly  other  alternatives  we  will  be  considering  in  coopera- 
tion with  CPA,  we  have  combined  the  120  Essex  surface  lot,  the 
Bedford/Kingston  garage,  along  with  the  assemblage  of  the  private 
parcel  to  achieve  a  land  area  of  some  64,000  square  feet.  We  have 
assumed  a  floor  area  ratio  (FAR)  of  15  and  a  height  limit  of  400  feet 
to  achieve  a  building  concept  containing  nearly  980,000  square  feet. 


along  with  an  800  car  garage.  Our  concept  is  to  design  a  dramatic 
building  with  careful  consideration  to  adjoining  structures  and  the 
historic  character  of  the  area. 


Ruggles  Street  Site  (Parcel  18) 

The  Parcel  18  (Ruggles  Street)  site  is  ideally  suited  for  a  mixed-use 
development  with  its  excellent  mass  transit  facilities,  convenient 
location  to  downtown  and  population  base.  The  potential  exists  for 
a  successful  combination  office,  hotel  and  retail  complex. 

Our  program  suggests  a  350,000  square  foot  office  building  of 
approximately  20-stories,  a  200,000  square  foot  medical  building  of 
approximately  9-stories,  and  a  200-room  hotel  with  conference  and 
cultural  center  facilities  of  165,000  square  feet.  Retail  shops  will 
compliment  the  first  level  of  the  office  and  medical  building. 


The  Partnership  Structure 

The  basic  ownership  principle  is  the  concept  of  a  50/50  partnership 
with  each  partner  sharing  in  all  financial  risks  and  rewards  of  both 
projects.  It  is  anticipated  that  each  partner  will  be  required  to  con- 
tribute upwards  of  2  million  dollars  each  during  the  pre-develop- 
ment  phase,  from  tentative  designation  through  the  start  of  con- 
struction. It  is  at  this  point  that  we  would  typically  secure  a  con- 
struction loan  for  100%  of  the  development  costs  including  losses 
during  the  rent-up  period.  All  pre-development  costs  incured  by 
the  partners  would  be  repaid  at  this  time  out  of  the  loan  proceeds. 

In  anticipation  of  the  sensitive  concerns  identified  by  CPA  about 
the  potential  of  economic  dilution  of  its  financial  interests.  Urban 
has  outlined  a  concept  to  essentially  preserve  CPA's  position  in  the 
project,  notwithstanding  other  ownership  positions  that  might  be 
given  to  permanent  lenders  and /or  major  tenants. 

Urban  recognizes  CPA's  ownership  position  in  view  of  its  contribu- 
tion resulting  from  the  write  dov^n  of  the  City  land,  its  services  and 
goodwill. 


The  Management  Concept 

Urban  has  had  extensive  experience  in  operating  within  the  frame- 
work of  a  50/50  partnership  and  has  outlined  an  organizational 
structure  to  manage  the  complex  development  process  associated 
with  both  sites. 

All  major  and  any  other  sensitive  issues  will  be  decided  based  upon 
a  consensus  of  opinions  of  the  partnership  board  throughout  the 
development  process.  Obviously,  it  will  be  very  important  for  the 
partners  to  clearly  define  their  economic  objectives  and  public 
benefits  at  the  outset. 

It  is  anticipated  that  Urban  will  assume  the  role  of  managing  part- 
ner, but  that  CPA  will  actively  participate  in  all  aspects  of  the 
development  process  going  from  building  completion  into  perma- 
nent operation  and  building  management. 

Urban  recognizes  and  welcomes  the  contributions  CPA  v^ll  be 
making  to  the  partnership,  particularly  identifying  the  sensitive 
community  issues,  neighborhood  benefits,  and  securing  the  vital 
public  support,  where  their  guidance  and  support  will  be  actively 
solicited  and  valued. 


Linkage  Initiatives 

Within  the  life  cycle  of  Copley  Place,  which  embarked  upon  the 
public  approval  process  in  early  1977,  Urban  has  had  a  vast  learn- 
ing experience,  and  has  thoughtfully  and  carefully  made  its  own 
initiatives  to  respond  to  many  of  the  sensitive  social  issues,  which 
clearly  is  an  obligation  we  all  share.  Briefly,  Urban's  innovative 
approach  achieved  the  following  results: 

•  Financial  support  for  some  270  units  of  affordable  housing  on 
Tent  City,  a  site  that  stood  vacant  for  over  18  years. 

•  Copley  has  created  approximately  3,350  new  jobs,  50%  of  which 
have  been  filled  by  Boston  residents,  40%  from  the  South  End/ 
Roxbury  neighborhoods,  and  31%  by  minorities. 

•  25  million  dollars  in  MBE  contracts  were  awarded  during  the 
construction  of  Copley  Place. 


Financials 

The  financing  aspects  of  Parcel  to  Parcel  1  are  impressive  in  their 
scope  and  complexity.  Total  project  costs  would  approach  nearly 
1/2  billion  dollars  for  the  developments  of  both  sites.  As  expected, 
Kingston /Bedford,  which  would  have  $317,299,000  in  total  costs, 
would  yield  a  cost  capitalization  rate  that  is  within  industry  para- 
meters for  development  ventures,  even  after  factoring  in  the  public 
benefits  package.  On  the  other  hand,  and  also  as  expected.  Parcel  18 
is  somewhat  more  tenuous.  The  financial  projections  contained 
herein  would  suggest  that  the  development  team  would  need  to 
put  a  major  emphasis  on  innovative  programing,  aggressive  pre- 
lease  commitments,  and  creative  public/private  financing,  if  this 
site  is  to  prove  to  be  economically  viable.  While  clearly  recognizing 
the  constraints.  Urban  is  committed  to  moving  ahead  on  both 
parcels. 


Development  Schedules 

Urban  contemplates  the  entire  development  process  to  be  a  part- 
nership involving  CPA/Urban,  the  City,  and  the  State  committed 
to  the  goal  of  completing  both  parcels  at  the  earliest  possible  date 
within  the  economic  parameters  established  by  the  joint  venture. 

Based  upon  the  hypothetical  models  established  for  this  proposal, 
we  would  anticipate  construction  starting  the  third  quarter  of  1989 
on  both  sites  with  the  phased  delivery  of  all  elements  in  late  1991 
through  the  second  quarter  of  1992. 


Conclusion 

Urban  fully  recognizes  that  Parcel  18  presents  many  serious  finan- 
cial constraints.  Nevertheless,  we  remain  confident  that  in  linking 
this  parcel  with  the  financial  strength  of  the  Kingston /Bedford  site, 
which  will  be  managed  by  a  partnership  reflecting  both  Urban  and 
CPA's  financial  and  development  expertise  and  collective  creative 
energy  and  commitment,  these  limitations  can  be  overcome. 

This  proposal,  and  quite  obviously  any  competent  submission,  is  complex 
and  therefore  requires  a  great  many  assumptions.  We  have  attempted  to 
enumerate  all  these  assumptions;  if  we  have  not  been  complete,  or  have 


omitted  any  that  CPA  needs  to  review,  we  will  respond  immediately.  Ad- 
ditionally, with  nearly  two  million  square  feet  of  development  in  two  loca- 
tions, each  with  its  own  economics,  many  of  these  assumptions  will  neces- 
sarily change  as  the  process  is  refined  and  the  CPA's  and  community's 
input  is  incorporated.  We  believe  that  the  financials  herein  area  fair  repre- 
sentation of  the  marketplace  as  it  now  exists.  If  the  multitude  of  assump- 
tions necessary  to  effect  this  complex  development  significantly  change, 
we  will  work  in  the  spirit  of  the  partnership  with  CPA  to  produce  the 
appropriate  model  consistent  with  our  mutually  agreed-upon  objectives  for 
economic  viability. 
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Proposal  Highlights 

This  proposal  develops  a  concept  and  a  rationale  for  the  joint  ven- 
ture partnership  of  Urban  Investment  and  Development  Co. 
(UIDC)  and  Columbia  Plaza  Associates  (CPA),  who,  by  combining 
their  expertise,  will  produce  an  exceptional  Parcel  to  Parcel  Linkage 
program. 

The  two  teams  will  bring  a  unique  blend  of  talent  to  the  develop- 
ment process. 

•  Columbia  Plaza  Associates  (CPA)  is  the  premier  minority  devel- 
oper representing  the  leading  Black,  Asian- American,  and  His 
panic  community-oriented  entrepreneurs  who  have  demon- 
strated their  ability  to  work  together,  and  who  have  distin- 
guished experience  in: 

•  the  many  varied  perspectives  of  the  real  estate  development 
business; 

•  commitment  to  minority  business  enterprise  development; 

•  ongoing  community  involvement,  through  leadership  and 
support  of  their  respective  community  organizations; 

•  an  established  track  record  with  a  network  of  minority  and 
majority  financial  institutions;  and 

.  a  clear  vision  of  the  goals  of  this  Parcel  to  Parcel  Linkage 
project. 

•  Urban /JMB,  one  of  the  most  respected  national  developers,  has 
produced  nearly  $4  billion  of  the  highest  quality  commercial, 
residential,  and  retail  development  in  major  cities  across  the 
country,  and: 

•  has  extensive  experience  in  the  public/pricate  approval 
process; 

•  has  a  strong  MBE  commitment  including  a  precedent  setting 
minority  participation  and  jobs  training  program  at  Copley 
Place; 


•  has  extensive  experience  in  mixed-use  complexes; 

.  has  a  demonstrated  track  record  in  the  creation  of  affordable 
housing;  and 

•  is  an  innovator  in  identifying  financing  alternatives  advanta- 
geous to  the  partnership. 

•  Program  Highlights  include: 

•  the  creation  of  a  50/50  joint  venture  partnership  between  the 
develpment  entities,  with  each  partner  receiving  its  pro-rata 
share  of  cash  flow,  tax  benefits  and  residual  value; 

.   the  design  of  the  Kingston /Bedford  site  which,  through  a 
series  of  arcades  and  a  public  plaza,  will  aeate  a  new  and 
enlivened  pedestrian  precinct  in  the  Commercial  Palace  Dis 
trict,  and  provide  a  dramatic,  first  class  office  tower  which 
responds  to  its  urban  context; 

•  the  design  and  programming  of  the  Parcel  18  site,  which  will 
create  a  dynamic  urban  space,  activated  with  a  variety  of  retail, 
community  and  cultural  uses  and  punctuated  by  a  strong, 
urban  form  which  will  represent  a  nucleus  of  public  benefit 
for  this  developing  neighborhood; 

.   the  development  of  programs,  particularly  on  the  Parcel  18 
•site,  which  will  create  multiple  opportunities  for  job  training 
and  placement; 

•  the  fostering  of  minority  business  enterprises,  including  archi- 
tects, builders,  lawyers,  and  marketing  agents,  through  various 
public  and  private  vehicles,  such  as  cooperative  relationships 
with  public  and  non-profit  organizations,  and  negotiated  con- 
struction contracts; 

.  housing  linkage  payments,  with  the  support  of  a  comprehen- 
sive, affordable  housing  development  strategy,  which  would 
rely  heavily  on,  and  at  the  same  time  enhance  the  existing  net 
work  of  CDC's  and  neighborhood  housing  groups;  and 


8 


compliance  with  the  Challenge  Track  objectives,  which  set  an 
ambitious  but  appropriate  agenda  for  completing  the  required 
steps  in  the  public  process. 
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Corporate  Background  and  Qualifications 

Urban  Investment  and  Development  Co. 

Urban  Investment  and  Development  Co.'s  tradition  of  creating 
high  quality,  imaginative  projects  v^as  established  by  Philip  M. 
Klutznick,  the  founder  and  first  chairman  of  Urban.  His  creative 
concept  of  real  estate  led  him  to  develop  the  first  comprehensively 
planned  post-World  War  II  new  town  —  Park  Forest,  Illinois.  He 
next  pioneered  the  development  of  three  of  Chicago's  first  shop- 
ping centers  —  Old  Orchard,  Oakbrook  and  River  Oaks  —  and 
gained  national  recognition  for  combining  sound  economics,  aes- 
thetics and  advanced  merchandising  concepts. 

In  1970  Urban  was  purchased  by  Aetna  Life  &  Casualty.  The  com- 
pany embarked  on  a  program  of  significant  geographic  expansion, 
becoming  a  national  developer  of  premier  office  buildings  and 
innovative  mixed-use  projects. 

Recognizing  the  renewed  emphasis  on  American  cities  and  their 
downtovm  areas.  Urban  created  some  of  the  most  exciting  real 
estate  developments  in  the  United  States.  These  developments, 
exemplified  by  Copley  Place  in  Boston  and  by  Water  Tower  Place 
in  Chicago,  set  new  standards  within  the  real  estate  industry  and 
produced  a  positive  influence  and  contribution  to  their  communi- 
ties. 

Year-end  1984  brought  the  acquisition  of  Urban  by  JMB  Realty 
Corporation,  one  of  the  nation's  leading  real  estate  investment 
firms  with  current  investment  portfolio  of  over  $20  billion. 

Today,  Urban  Investment  and  Development  is  one  of  the  largest 
developers  of  quality  real  estate  in  the  United  States.  Urban  has 
developed  properties  in  excess  of  $4  billion  including  $1.2  billion 
currently  under  development.  Among  these  developments  are: 

•  mixed-use  structures  of  15.8  million  square  feet 

•  office  space  totaling  16.6  million  square  feet 

•  retail  properties  with  12.1  million  square  feet 

•  luxury  hotels  with  4,800  rooms 

•  parking  garage  facilities  totaling  12,000  spaces 

•  1.8  million  square  feet  of  industrial  warehouse  space 
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Urban  presently  employs  over  800  people  located  in  offices  in 
Boston,  Hartford,  Philadelphia,  Denver,  and  Houston,  in  addition 
to  the  corporate  headquarters  in  Chicago.  Through  its  UIDC  Man- 
agement, Inc.  subsidiary.  Urban  is  engaged  in  property  leasing, 
management  and  environmental  engineering  for  commercial  build- 
ings in  major  cities,  including  Boston,  Hartford,  Philadelphia, 
Chicago,  Denver,  Houston,  and  Seattle. 

Today,  Urban  Investment  and  Development  Co.,  as  a  part  of  JMB 
Realty  Corporation  continues  its  commitment  to  creating  quality 
developments  that  generate  economic  value  for  its  partners,  users 
and  their  surrounding  communities  as  well  as  for  itself. 


JMB  Realty  Corporation 

Since  1968,  JMB  Realty  Corporation  has  acquired  over  $20  billion  in 
real  estate  properties  located  throughout  the  United  States.  Recent 
acquisitions  have  included  the  $2  billion  purchase  of  the  Canadian 
real  estate  giant  Cadillac  Fairview  in  October  of  1987,  and  earlier 
this  year,  the  $400  million  purchase  of  Arvida  Corp.,  a  resort 
builder  and  operator,  formerly  owned  by  Walt  Disney  Co.  In  De- 
cember of  1986,  JMB  paid  $600  million  for  most  of  ALCOA's  real 
estate  portfolio,  which  included  major  holdings  in  the  Century  City 
development  in  Los  Angeles. 

Most  of  JMB's  properties  have  been  purchased  on  a  leveraged  basis 
on  behalf  of  both  individual  and  institutional  investors,  who  have 
invested  over  $4.9  billion  in  equity  through  publicly-held  real  estate 
limited  partnerships.  (JMB  Income  Properties,  Carlyle  Real  Estate 
Limited  Partnerships,  and  JMB  Mortgage  Partners),  66  privately- 
held  real  estate  limited  partnerships,  the  JMB  Group  Trusts  and 
separate  accounts  (for  qualified  pensions  and  profit  sharing  plans). 
Endowment  and  Foundation  Realty  entities  (for  acquisition  of 
entity  interests  in  real  estate  by  endowment  funds  and  foundations) 
and  JMB  Realty  Trust  (a  publicly-traded  equity-oriented  real  estate 
investment  trust  —  OTC-JMBRS). 
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The  over  450  separate  real  property  investments  made  by  JMB,  not 
including  the  Cadillac  Fairview  properties,  have  been  diversified 
both  as  to  geographic  location  and  type  of  property.  They  include: 

•  138  regional  malls  and  community  shopping  centers  containing 
approximately  68  million  square  feet; 

•  153  office  and  industrial  buildings  containing  approximately  55 
million  square  feet; 

•  153  multi-family  residential  properties  containing  over  43,000 
units  (held  principally  by  the  Carlyle  Real  Estate  Limited  Part- 
nerships and  various  private  partnerships); 

•  8  luxury  hotels  containing  approximately  5,700  rooms. 

JMB  Realty  Corporation  is  privately  owmed  by  officers  of  the  com- 
pany. JMB  and  its  affiliates  have  over  3,500  full-time  employees  in 
28  offices  located  throughout  the  country.  In  addition  to  its  execu- 
tive headquarters  in  Chicago,  JMB  has  property  investment  and 
property  management  offices  in  Los  Angeles  and  San  Francisco, 
California;  Dallas  and  Houston,  Texas;  Lakeland  and  Tampa,  Flor- 
ida; Atlanta,  Georgia;  Boston,  Masschusetts;  Cincinnati,  Ohio; 
Greenwich,  Connecticut;  and  New  York  City,  New  York. 


JMB  in  Boston 

In  the  mid  1970's  and  through  to  the  present,  JMB  has  established  a 
presence  in  the  Boston  area.  In  addition  to  Copley  Place,  JMB's 
Boston's  holdings  include  ownership  in  Faneuil  Hall  Marketplace 
through  two  joint  ventures  with  The  Rouse  Company.  The  three 
Marketplace  buildings  contain  151,000  square  feet  of  boutique  type 
office  space  and  221,000  square  feet  of  specialty  retail  space.  In 
addition,  JMB  has  a  joint  venture  partnership  interest  in  260  Fran- 
klin Street,  a  recently  completed  23-story  office  building  in  Boston's 
financial  district.  This  building  contains  approximately  348,900 
square  feet  of  office  space,  which  holds  Fidelity  Distributors  Corpo- 
ration and  Investors  Mortgage  Insurance  Company  as  major  ten- 
ants. In  Cambridge,  JMB  owns  a  joint  venture  partnership  interest 
in  the  18-story  Riverfront  Office  Building,  which  contains  335,000 
square  feet  of  office  space.  Principal  tenants  include  Saddlebrook, 
IBM,  SEI  Corp,  Bay  State  Health  and  AT&T. 


13 


In  1983,  JMB  Property  Management  Corp.  renovated  the  unique 
and  historic  Berkeley  Place  (the  former  Salada  Tea  Company  head- 
quarters) into  a  modern  10-story  office  building.  Containing  100,000 
square  feet  of  prime  office  space  in  Boston's  Back  Bay,  Berkeley 
Place  offers  the  finest  in  architectural  restoration  combined  with  a 
thoroughly  up-to-date  office  environment. 


Urban's  Cominitment  to  Boston 

Copley  Place 

Urban's  presence  in  Boston  began  in  1977  with  the  inception  of  the 
Copley  Place  Project.  Copley  Place  was  a  special  project  in  many 
ways,  and  has  been  viewed  by  many  as  a  model  for  the  urban 
planning  process.  At  3.7  million  square  feet  and  a  cost  of  over  $500 
million,  it  is  one  of  the  largest  mixed  use  developments  ever  built  in 
one  phase,  and  remains  today  the  largest  private  development  in 
Boston's  history. 

Yet  this  development  only  became  possible  through  the  unique 
partnership  of  Urban,  the  City  of  Boston  and  the  Commonwealth  of 
Massachusetts,  and  it  was  ultimately  created  through  a  public  par- 
ticipation process,  which  was  led  by  a  Citizen's  Review  Committee 
(CRC)  organized  by  the  state.  Over  50  different  federal,  state,  and 
local  agencies  and  community  organizations  were  involved  in  the 
citizen  review  process,  and  over  200  public  meetings  were  held,  on 
issues  ranging  from  design  and  environmental  concerns  to  jobs  and 
housing  creation. 

The  community  review  process  resulted  in  significant  changes  in 
the  planning  of  the  project:  the  entire  site  was  developed  at  once 
instead  of  in  stages,  pedestrian  bridges  were  added  for  easier  access 
from  the  neighborhoods,  and  the  hotel  towers  were  moved  back 
within  the  site  to  reduce  their  visual  impact  and  to  alleviate  wind 
problems.  In  addition,  104  units  of  housing  were  incorporated  into 
the  plan,  including  25%  subsidized  units,  and  $700,000  was 
committed  for  an  affirmative  action  program  which  was  targeted  to 
both  construction  and  permanent  jobs.  Both  Urban  and  its  archi- 
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tects  benefitted  from  the  experience,  particulariy  by  coming  to 
understand  the  legitimate  concerns  of  the  community  groups.  This 
resulted  in  a  more  carefully  and  responsively  planned  project- 
Ultimately,  Urban  met  the  challenge  to  produce  a  financially  fea- 
sible project  that  reconciled  its  own  marketing  goals,  not  only  with 
the  enormous  technical  complexities  of  the  site,  but  also  with  the 
concerns  articulated  by  the  CRC  in  their  ongoing  review  of  the 
project.  And  through  the  carefully  planned  and  orchestrated  archi- 
tecture of  the  project,  Copley  Place  successfully  repaired  a  hole  in 
the  urban  fabric,  by  rejoining  the  Back  Bay  and  the  South  End 
neighborhoods,  and  by  linking  the  fashionable  retail  of  Newbury 
Street  with  the  Prudential  Center. 


The  Commitment  to  Minority  Participation  at  Copley  Place 

Urban  Investment  and  Development  Co.  was  the  first  developer  of 
a  major  mixed-use  project  required  to  meet  a  complex  set  of  af- 
firmative action  hiring  and  minority  business  contracting  goals, 
both  in  the  construction  and  permanent  employment  phases  of  the 
project.  These  obligations,  negotiated  in  1981,  became  the  prototype 
for  future  developers  in  the  City  of  Boston,  requiring  residency 
goals,  minority  hiring  and  minority  business  activities  in  the  con- 
tracting and  the  permanent  phases  of  projects. 

The  initiatives  formulated  for  Copley  Place  came  to  fruition:  in  the 
area  of  minority  business  contracting,  more  than  25  million  dollars 
of  construction  contracts  were  awarded  to  MBE's  by  1984,  at  the 
opening  of  the  Marriott  Hotel.  Of  the  projected  3350  newly  created 
permanent  positions,  the  most  recent  statistics  show  that  of  those 
now  employed  at  Copley  Place,  58%  are  Boston  residents,  39%  live 
in  the  South  End/Roxbury  impact  area,  55%  are  female,  and  31% 
are  minorities. 

Urban's  commitment  of  financial  resources  for  training  and  recruit- 
ment programs  was  in  excess  of  $600,000.  The  Copley  Place  experi- 
ence included  a  unique  process  of  collaborative  arrangements  with 
our  partners,  the  Marriott  and  Westin  Hotels,  our  tenants,  high- 
lighted by  Neiman-Marcus'  recruiting,  community  based  agencies 
including  United  South  End  Settlements  (USES),  Polaroid  Inner 
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City  Program  and  Community  Employment  and  Training  Corpora- 
tion (formerly  Third  World  Jobs  Clearing  House),  and  the  City  of 
Boston  through  the  Boston  Private  Industry  Council  (PIC),  and 
Boston's  Neighborhood  Development  and  Employment  Agency 
(NDEA). 

Highlights  of  these  commitments  include: 

•  The  first  Boston  public/private  partnership  agreement  between 
the  City  of  Boston  and  UIDC,  which  included  a  First  Source 
Hiring  Agreement  between  the  City  of  Boston/PIC  and  UIDC 
Management. 

•  A  communications  and  community  relations  program  aimed  at 
recruiting  minorities  for  jobs  at  Copley  Place: 

A  community  newsletter  was  circulated  to  community  agencies, 
Neiman-Marcus  held  a  job  fair  at  USES,  and  special  recruitment 
programs  were  developed  for  both  hotels.  Phillips /Lambert,  an 
MBE  public  relations  firm,  Agnew,  Carter  and  McCarthy,  a  ma- 
jority firm  and  Foster's  Lettershop  and  Mailing  Services,  an  MBE 
mailing  firm,  were  contracted  to  complete  these  efforts. 

•  The  opening  of  the  Copley  Place  Employment  Office  in  July  of 
1985  as  a  service  of  UIDC/PIC/NDEA;  this  office  recruited  from 
the  City  of  Boston  and  provided  cost  free  employment  services  to 
all  Copley  Place  tenants. 

•  The  awarding  of  a  $50,000  contract  to  USES  to  implement  a  pre- 
employment  training  program,  in  conjunction  with  the  Polaroid 
Inner  City  Program. 

•  The  awarding  of  a  $110,000  contract  to  the  Community  Employ- 
ment and  Training  Corporation  (CETC)  for  recruitment  services 
to  the  City  of  Boston's  Housing  Rehabilitation  Program. 

•  The  funding  of  a  $66,000  training  program  jointly  vAih  PIC/ 
NDEA/UIDC  through  the  Humphrey  Occupational  Resource 
Center's  Skill  Training  Program  for  hotels,  retail  and  marketing. 
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In  addition.  Urban  set  aside  approximately  16,300  square  feet  of 
office  and  retail  space  in  Copley  Place  for  minority  and  community 
businesses  at  below  market  rates.  Approximately  6,800  square  feet 
is  devoted  to  retail  shops  on  the  Southwest  Corridor  Parkland 
(Dartmouth  Street  Shops),  and  another  9,500  square  feet  is  reserved 
for  minority  business  offices  located  in  the  office  complex  at  Four 
Copley  Place. 

In  conjunction  with  the  Copley  Place  community-oriented  retail 
program  on  the  Southwest  Corridor  Parkland /Deck,  Urban  has 
collaborated  with  Tent  City  Corp.  in  fostering  a  cooperative  mall 
environment  on  the  Deck,  in  conjunction  with  the  6,000  square  feet 
of  Tent  City  retail  being  developed  there.  In  addition,  UIDC  has 
donated  the  services  of  a  consultant  to  assist  in  the  development  of 
Tent  Cit/s  retail  leasing  program.  This  led  to  the  contracting  of 
R.E.  Hill,  a  MBE  commercial  leasing  firm  as  exclusive  leasing  agent 
for  the  Tent  City  retail  shops. 


Tent  City  and  116  Huntington  Avenue 

Following  the  completion  of  Copley  Place,  Urban  has  continued  to 
invest  in  Boston  through  its  contributions  toward  the  redevelop- 
ment of  Copley  Square,  through  its  contributions  to  the  develop- 
ment of  Tent  City,  which  enabled  that  project  to  become  a  reality, 
and  through  its  pursuit  of  development  rights  for  the  116  Hunting- 
ton Avenue  Office  Project,  on  the  Parcel  1  site  adjacent  to  Copley 
Place. 

Urban  began  discussions  regarding  the  Tent  City  development 
with  the  City  and  the  BRA  in  1984,  which  continued  for  a  period  of 
2  years  and  finally  resulted  in  a  Memorandum  of  Understanding 
(MOU),  which  identifies  Urban's  contributions  towards  the  realiza- 
tion of  the  270-unit,  low,  moderate  and  market  rate  apartment 
complex.  Specifically,  Urban  agreed  to: 

•  donate  12  parcels  of  land  to  assemble  the  Tent  City  site; 

•  construct  a  two-level,  below-grade  garage; 

•  provide  the  necessary  foundations  and  support  structure  for  the 
housing  component; 
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•  absorb  all  related  soft  costs  for  the  garage,  including  professional 
fees,  real  estate  taxes,  financing  costs,  management  expenses,  etc. 
during  the  construction  period; 

•  provide  129  spaces  for  the  exclusive  use  of  Tent  City  residents; 

•  donate  management  expenses  to  secure,  operate  and  maintain 
the  129  spaces  for  30  years;  and 

•  pay  real  estate  taxes  for  the  129  spaces  for  the  next  30  years. 

Under  the  terms  of  the  MOU,  Urban  is  to  be  compensated  for  these 
contributions,  valued  at  more  than  $11  million,  by  the  opportunity 
to  secure  development  rights  for  a  project  of  up  to  300,000  square 
feet  on  the  Parcel  1, 116  Huntington  Avenue  site.  Urban  has  been 
working  with  the  St.  Botolph  Community,  public  agencies  and 
private  interest  groups  for  over  two  years,  and  through  consistent 
response  to  the  public  review  and  citizen  review  process,  has  ulti- 
mately achieved  a  program  and  design  concept  which  will  be 
beneficial  for  the  community-at-large.  116  Huntington  Avenue  will 
be  a  14  story  office  building  which  responds  sensitively  to  its  neigh- 
bors and  to  its  urban  surroundings,  while  initially  providing  350- 
400  construction  jobs,  1000-1200  permanent  jobs,  collaboration  with 
city  and  neighborhood  agencies  in  job  training  and  placement,  and 
$1  million  in  taxes.  These  benefits  are  in  addition  to  the  $11  million 
up-front  linkage  contribution  which  enabled  the  realization  of  Tent 
City,  a  project  which  had  ben  sought  after  for  many  years. 

Urban  has,  and  will  continue  to  contribute  to  Boston's  future  and 
its  communities  with  the  benefit  of  the  experience  it  has  gained 
here.  As  we  have  shown.  Urban  is  especially  qualified  in  the  areas 
of  the  public-private  process,  issues  of  minority  participation,  jobs 
training,  and  the  creation  of  affordable  housing,  and  accordingly, 
can  offer  expertise  in  these  areas  so  integral  to  the  development  of 
Parcel  to  Parcel  Linkage  I. 
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Financial  Information 

Through  the  years,  Urban  has  established  unique  and  nnutually 
effective  relationships  with  its  partners  and  tenants.  This  is  due  to 
Urban's  strong  market  orientation,  understanding  of  partners'  and 
tenants'  business  needs  and  advance  in-depth  financial  analysis 
and  planning.  Major  users  such  as  financial  and  corporate  institu- 
tions find  that  Urban  offers  them  inventive  solutions  to  their 
unique  requirements.  Joint  venture  partners  such  as  pension  funds, 
major  corporations,  banks  and  insurance  companies  know  that 
Urban's  developer/ownership  role  assures  them  of  quality  proper- 
ties that  will  appreciate  in  value. 

Urban  is  noted  for  its  exceptional  financial  staying  power.  With  its 
acquisition  at  year-end  1984,  Urban  now  has  access  to  the  consider- 
able resources  of  JMB  Realty  Corporation.  This  relationship  pro- 
vides Urban  with  the  support  necessary  to  develop  major  projects 
and  represents  an  impressive  combination  of  complementary  real 
estate  skills. 

Urban  develops  property  for  its  own  investment  or  for  joint  ven- 
tures, most  frequently  with  leading  business  tenants,  in  which  it  is 
the  managing  partner  with  an  ownership  interest  of  50%  or  more. 
The  company's  business  goal  is  to  create  quality  assets  for  cash 
flow  and  long-term  appreciation  of  value.  Consistent  wdth  this  goal. 
Urban  has  continued  to  retain  ownership  interests  in  most  of  the 
real  estate  assets  it  has  created  over  the  past  20  years. 

•  For  a  number  of  years,  and  continuing  to  this  day.  Urban  has  had 
one  of  the  strongest  balance  sheets  in  the  real  estate  industry.  This 
strength  has  enabled  the  company  to  accommodate  substantial 
equity  requirements  for  projects  and  to  borrow  funds  in  an  ex- 
tremely economical  manner.  Urban  is  noted  in  the  industry  and 
among  lenders  for  its  sophistication  in  financial  analysis  and  in  its 
selection  of  the  most  favorable  financing  methods. 

Should  Urban  and  Columbia  Plaza  Associates  mutually  agree  to 
continue  discussions  toward  development  of  the  proposed  project 
together,  more  detailed  financial  information  about  the  company 
and  its  ownership  will  be  provided. 
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Financial  References 


Commercial  Banks 

1 .  First  National  Bank  of  Chicago 
Timothy  J.  Meyer,  V.P.  (312)  732-5378 

2.  Chemical  Bank  of  New  York 
James  Jarosik,  V.P.  (212)  310-5314 

3.  Citicorp 

Joe  P.  Bowen,  Vice  President  (312)  993-3212 

4.  Bank  of  Montreal 

George  Weisz,  Manager  (312)  750-4358 

5.  Bank  of  Boston 

Garland  Morse,  Jr.,  Sr.  Vice  President  (617)  434-4177 
Edwin  Morris,  Exec.  V.P.  (617)  434-2273 


Insurance  Companies 

1.  Aetna  Life  &  Casualty 

James  Richmond,  President  -  Aetna  Realty  Advisors 

(203)  275-3247 

2.  Metropolitan  Life  Insurance 

James  Digney,  Exec.  Vice  President  (212)  578-4260 

3.  Teachers  Insurance  and  Annuity  Association 
John  Somers,  Exec.  Vice  President  (212)  916-4400 

4.  Travelers  Insurance 

Ray  Morgan,  Vice  President  (203)  277-6372 


Investment  Bank 

1.  Goldman,  Sachs  &  Co. 
RandaU  K.  Rowe,  Partner  (312)  993-4684 

Pension  Advisor 

1.  Aldrich  Eastman,  S.  Waltch,  Inc. 
Gordan  Claggett,  Director  (617)  439-9000 
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Client  List 


Office 

Abbott  Laboratories 
Aetna  Life  &  Casualty 
American  Information 

Technologies 
Arthur  Andersen  &  Co. 
Atlantic  Richfield  Company 
Bain  &  Company 
Chubb  Group  of  Insurance 

Companies 
CIGNA  Corporation 
Citicorp 
The  Continental  Insurance 

Company 
Cooper  Industries 
Dean  Witter  Reynolds  Inc. 
Drexel  Burnham  Lambert 

Incorporated 
First  City  National  Bank  of 

Houston 
First  Interstate  Bank  of  Denver, 

N.A. 
International  Business 

Machines  Corporation 
John  Hancock  Mutual  Life 

Insurance  Company 
John  Nuveen  &  Co.,  Inc. 
Merrill  Lynch,  Pierce,  Fenner  & 

Smith,  Inc. 
Morgan,  Lewis  &  Bockius 
Morton  Thiokol,  Inc. 
The  Mountain  States  Telephone 

and  Telegraph  Copmpany 
Petro- Lewis  Corporation 
Scientific  Software-Intercomp, 

Inc. 
Shawmut  Bank  of  Boston,  N.A. 


Smith  Barney,  Harris  Upham  & 

Co.  Incorporated 
The  Standard  Oil  Company 

(Ohio) 
Texaco  Inc. 

United  Technologies  Corporation 
Vinson  &  Elkins 


Retail 

Bonwit  Teller 

Carson  Pirie  Scott  &  Company 

I.  Magnin 

J.  C.  Penney  Co.,  Inc. 

Lord  &  Taylor 

Marshall  Field  &  Company 

Montgomery  Ward  &  Co. 

Neiman-Marcus 

Saks  Fifth  Avenue 

Sears,  Roebuck  &  Co. 

Wieboldt  Stores,  Inc. 


Industrial 

American  Honda  Motor  Co. 
American  Telephone  and 

Telegraph  Company 
GTE  Corp. 

Libbey-Ownes-Ford  Company 
Macmillan  Publishing  Company 
National  Medical  Enterprise,  Inc. 


Hotel 

Four  Seasons  Hotels,  Ltd. 
Marriott  Corporation 
Westin  Hotels,  Inc. 


21 


22 


n 

c 

B 
c 
&> 

-a 


3 

O 
3_ 

W 
n 


i 


Columbia  Plaza:  Kingston/Bedford 

Development  Concept 

One  of  the  significant  design  opportunities  of  the  Kingston/ 
Bedford  site  is  its  relationship  to  the  larger  urban  design  concept  of 
Columbia  Plaza,  and  the  creation  of  interior  and  exterior  public 
spaces  that  will  link  together  the  various  portions  of  Columbia 
Plaza  into  a  vital  whole.  The  scheme  presented  here  is  anchored  by 
a  major  new  open  space  opening  onto  Bedford  Street  which  con- 
nects the  99  Summer  Street  pedestrian  way  to  the  Kingston/ 
Bedford  site.  This  pedestrian  thoroughfare  is  also  connected  to  an 
arcade  between  the  Bedford  Building  and  the  lower  office  compo- 
nent proposed  for  the  Essex  Parcel,  and  forms  a  link  to  the  125 
Summer  Street  arcade  across  Lincoln  Street.  A  branch  of  this  pedes- 
trian connector  continues  along  the  path  of  the  present  Columbia 
Street  to  Essex  Street.  The  new  plaza  and  the  interior  and  exterior 
pedestrian  ways  that  it  anchors  thereby  form  a  varied  pedestrian 
precinct,  connecting  all  the  elements  of  Columbia  Plaza.  This  uni- 
fied precinct  will  be  an  exciting  addition  to  the  Boston  urban  street- 
scape,  enlivening  the  pedestrian  experience  with  landscaping, 
fountains,  retail  shops  and  restaurants.  Here,  the  Boston  tradition 
of  creating  indigenous  pedestrian  passages  is  carried  forward,  a 
modern  day  progression  from  the  historic  alleyways  which  can  be 
found  in  the  area,  such  as  those  between  Temple  and  Winter 
Streets,  or  Devonshire  and  Arch  Streets.  Like  their  historic  counter- 
parts, these  new  pedestrian  arcades  will  provide  an  opportunity  for 
the  expression  of  details  at  a  human  scale,  as  well  as  a  reflection  of 
the  warmth  and  charm  that  characterizes  the  downtown  district. 

The  new  plaza  is  created  by  the  significant  urban  design  gesture  of 
the  structures  on  the  Bedford  Garage  site,  which  are  oriented  to 
form  a  dramatic  diagonal  across  the  site.  This  gesture  opens  a  major 
public  space  along  Bedford  Street,  from  the  Bedford  Building  to  the 
Proctor  Building.  At  the  same  time,  the  diagonal  edge,  which  is 
lined  with  retail  shops,  restaurants,  and  a  dramatic  lobby  at  the 
base  of  the  office  tower,  focuses  on  the  pedestrian  arcades  that  form 
a  link  to  125  Summer  Street  and  Essex  Street. 

The  significance  of  this  diagonal  edge  is  apparent  not  only  at  the 
street  level  where  it  opens  the  site  to  form  the  plaza,  but  also  in  the 
broader  urban  context.  It  relates  the  long  facade  of  the  office  tower 
to  the  line  of  Summer  Street  itself,  emphasizing  the  connection  of 
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Columbia  Plaza  to  Summer  Street  and  orienting  the  tower  to  the 
adjacent  office  and  retail  district  at  Church  Green,  and  major  devel- 
opments to  the  north  and  east.  The  office  tower  is  set  back  from  the 
lower  building  that  defines  the  adjacent  streets,  and  rises  to  a 
height  of  32  stories,  providing  not  only  excellent  views  from  the 
building,  but  also  a  dramatic  form  on  the  skyline,  especially  as 
viewed  from  the  expressway. 

The  lower  base  of  the  building  along  Kingston,  Essex,  and  Lincoln 
Streets  is  limited  to  six  stories,  and  is  set  back  at  the  Kingston/ 
Bedford  corner  to  provide  views  to  the  Proctor  Building  and  form 
part  of  Proctor  Square,  which  vdll  highlight  this  ornate  historic 
structure. 

On  the  Essex  parcel,  at  Essex  and  Lincoln  Streets,  the  lower  build- 
ing steps  from  six  to  twelve  stories  in  height  and  adopts  an  L- 
shaped  configuration  on  the  site.  The  principal  facades  face  Essex 
and  Lincoln  Streets,  while  the  interior  elevations  orient  toward  the 
main  plaza  and  an  interior  court  which  occurs  within  the  Bedford 
Building  and  forms  a  part  of  the  arcade  connection  to  Lincoln 
Street. 

The  proposed  office  development  will  include  retail,  restaurant  and 
community-related  facilities.  This  new  complex,  in  combination 
with  the  richness  of  architectural  detail  existing  in  the  Historic 
Commercial  Palace  district,  accessibility  to  Boston's  central  district, 
both  for  retail  and  office,  and  the  excellence  of  transportation,  will 
bring  Columbia  Plaza  to  life  as  an  important  part  of  downtown 
Boston's  urban  fabric. 


Program  Summary 

In  summary,  the  Columbia  Plaza  program  is  comprised  of: 
Office  Space  940,000  sf 

Retail /Restaurant  27,000  sf 

Community  5,000  sf 

Parking  (800  cars)  324,000  sf 


Total       1,296,000  sf 
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The  Kingston/Bedford  Site  (Columbia  Plaza) 


Vl7  Site  Plan 
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The  Kingston/Bedford  Site  (Columbia  Plaza) 


28 


X 


"V 


^ 


4  V 

V 


-sS^"'' 


. ,  ■*^*'-v'^*J»" 


\ 


v.---rv-- 


-vCi  '^K^-'r.-' 


>SyA 


^^-^: 


'^'V- 


1' 


.^^i*iw^^^...«: 


m^^m 


! 


^^■- 


•-  Cv 


'  >'**i. 


•«»^*.-  «>■ 


;^««'"^     :•».' 


01 

^^ 
CD 

X 

O) 


ii^iii: 


M¥. 


■%.,^ 


-     I- 


01 
CD 

-a 


-a 

Ol 

CO 


01 


s^,--^«*k 


npnmiii^ 


..■>V ..--.-1*-    ■-■'■    !-■• 


..-.^^ 


,i«*«5TP*i 


,     ^yr^T^. 


30 


■^W^SS3SSS,..«-..i*^ 


i  iniiTi  [r»fiiaww?ifiT!Hynj 


'^'■, 


^^-sa3s:^aSR**^!w^sSf" 


-«i 


!  •: 


'^""^TT 


/ 

'/0^' 

i 

i^  -    _j^ 

ff                      ■^■-  jjV^ 

V 

'z*      '""-^^^J^ 

7 

'"^^@ 

^1-^ 


f-TS^-- 


*■■' « 


Ttrr- 


-5^ 


3*--.:^><---*>  ■.•V>v»  ^..7 


/' 


:-4i:: 


--v^l 


S!T.J*Ni» 


«Vlt« 


32 


n 

n 


00 


Parcel  18 


Development  Concept 

The  proposed  program  for  Parcel  18  is  a  mixed-use  development 
designed  to  capitalize  on  considerable  advantages  in  location  and 
access  to  transportation.  The  project  is  comprised  of  retail,  hotel, 
office,  medical  and  cultural  components.  The  retail  component  may 
also  include  a  supermarket. 

The  200-room  hotel  will  be  capable  of  orienting  itself  to  those 
seeking  longer-term  accommodation  as  visitors  and  families  of 
patients  in  Boston  area  hospitals.  The  conference /cultural  center  of 
the  hotel  will  contain  certain  facilities  such  as  meeting  rooms, 
display  space,  and  health-related  facilities. 

The  350,000  square  foot  office  component  will  provide  affordable 
office  space  with  convenient  access  to  transportation  and  appeal 
particularly  to  "back-office"  operations  which  may  find  increasing 
difficulty  staying  in  the  Boston  Central  Business  District  (CBD).  The 
Boston  market  already  finds  these  functions  moving  to  more  af- 
fordable suburban  locations.  Parcel  18  will  provide  the  proper 
location  to  keep  these  jobs  in  Boston,  convenient  both  to  the  Boston 
CBD  and  an  available  labor  base. 

The  medical  building  will  provide  space  for  laboratories,  testing 
facilities,  clinics,  doctor's  offices  and  similar  medically-oriented 
uses.  It  is  well  located  on  Parcel  18  to  take  advantage  of  its  proxim- 
ity to  some  of  Boston's  great  hospitals  and  research  facilities. 

From  an  urban  design  standpoint,  these  elements  are  disposed  on 
the  site  to  respond  to  three  major  design  determinants:  Ruggles 
Station  and  the  pedestrian  access  to  it,  the  surrounding  conimunity, 
and  the  new  urban  space  which  will  form  the  terminus  to  Colum- 
bus Avenue,  one  of  Boston's  major  thoroughfares. 

Lower  six-story  buildings  are  built  out  to  the  existing  streets  to 
define  and  reinforce  the  street  pattern  and  relate  to  the  smaller  scale 
of  adjacent  development.  A  new  urban  space  is  created  as  a  termi- 
nus to  Columbus  Avenue  where  the  hotel  building  will  provide  the 
visual  anchor.  This  space  is  crossed  by  the  diagonal  pedestrian 
access  which  links  Ruggles  Station  to  Tremont  Street.  The  new 
plaza  is  thus  envisioned  as  a  strong  urban  space  activated  with  a 


33 


variety  of  retail  and  cultural  uses,  as  well  as  the  pedestrian  and 
auto  drop-off  activities  associated  with  Ruggles  Station  and  its 
bridge  to  the  Northeastern  University  area. 

The  taller  office  building  to  the  east  of  the  plaza  steps  back  to  an- 
swer the  shape  of  the  hotel  on  the  western  part  of  Parcel  18.  This 
gesture  will  act  to  unify  the  elements  disposed  along  this  rather 
long  but  narrow  site.  Although  it  is  possible  to  conceive  of  breaking 
Parcel  18  into  smaller  sites  for  individual  development,  the  pro- 
posed scheme  gives  emphasis  to  the  urban  advantages  of  a  more 
unified  concept  that  expresses  the  parcel  as  a  single  and  coordi- 
nated development. 

Community  benefits  from  this  type  of  development  would  include 
jobs,  cultural  facilities  with  convenient  access,  and  retail  establish- 
ments, including  a  supermarket  positioned  to  make  it  a  significant 
amenity  to  the  neighborhood. 

Because  of  the  costs  arising  from  sub-surface  conditions,  the  park- 
ing facilities  are  considered  to  be  best  located  above-grade.  They 
will  be  screened  from  view,  and  where  feasible,  will  be  situated 
above  the  retail  base  of  the  component  and  below  the  office  floors 
or  hotel  floors. 

The  proposed  development  with  its  strong  urban  form,  excellent 
mix  of  uses,  relationship  to  the  surrounding  neighborhood,  and 
access  to  transportation  will  become  an  exciting  component  of 
Boston's  urban  form  and  the  nucleus  of  economic  benefit  for  this 
developing  neighborhood. 


Program  Summary 

In  summary,  the  Parcel  18  program  is  comprised  of: 

Hotel /Conference/Cultural  Center  165,000  sf 

Office  Space  350,000  sf 

Medical  Building  200,000  sf 

Retail  35,000  sf 

Above-Grade  Parking  (600  spaces)  216,000  sf 


Total  966,000  sf 
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The  Parcel  18  Site 
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The  Partnership 

The  Ownership  Structure 

The  following  are  preliminary  elements  of  a  proposed  joint  venture 
relationship  between  Urban  hivestment  and  Development  Co. 
(UIDC)  and  Columbia  Plaza  Associates  (CPA).  It  should  be  empha- 
sized that  this  is  more  for  discussion  purposes,  and  as  such,  is 
subject  to  additional  discussion  and  refinement  before  being  put  in 
a  final  form. 

The  basic  ov^mership  structure  is  proposed  as  a  50/50  partnership 
with  each  partner  responsible  for  its  pro  rata  share  of  partnership 
obligations  and  receiving  its  pro  rata  share  of  cash  flow,  tax  benefits 
and  residual  value.  Accordingly,  each  partner  will  fvmd  equal 
shares  of  predevelopment  expenses,  and  assume  equal  shares  of  the 
recourse  portion  of  construction  and  permanent  financing.  Urban 
would  reimburse  CPA  50%  for  any  predevelopment  expenses  it  has 
incurred  and  both  partners  would  agree  upon  a  predevelopment 
budget  for  both  sites  which  they  would  fund  on  a  pro  rata  basis 
through  the  construction  loan  closing. 

It  is  anticipated  that  a  construction  loan  for  100%  of  development 
costs  including  start-up  deficits  would  be  obtained.  All  predevelop- 
ment capital  invested  by  both  partners  would  be  returned  at  this 
time.  The  construction  loan  would  be  subject  to  both  a  payment 
and  a  completion  guarantee,  and  Urban  would  anticipate  using  its 
strong  banking  relationships  to  minimize  the  partnership's  expo- 
sure on  both.  Urban  would  look  to  CPA  to  guarantee  its  pro  rata 
share  on  the  payment  portion.  However,  Urban  would  provide  the 
'  required  completion  guarantees,  which  in  most  instances  is  an 
unlimited  guarantee,  for  a  fee  arrangement  acceptable  to  the  part- 
nership. 

After  completion  of  construction  and  lease-up,  and  assuming  that 
the  construction  loan  is  still  in  place  (that  is,  a  forward  commitment 
for  permanent  financing  was  not  obtained  prior  to  construction),  it 
is  anticipated  that  a  fixed-rate,  non-partidpating  loan  vdll  be  ob- 
tained. This  approach  generally  results  in  the  lowest  cost  of  financ- 
ing. Upon  obtaining  the  permanent  financing,  the  payment  guaran- 
tee under  the  construction  loan  will  have  expired. 
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Our  current  financial  projections  indicate  that  permanent  equity 
would  not  be  required  for  the  Bedford-Kingston  parcel  and  we 
would  work  aggressively  to  mininaize,  if  not  eliminate,  the  amount 
required  on  Parcel  18  (see  financial  section).  If,  however,  because  of 
unforeseen  market  conditions,  the  total  development  costs  cannot 
be  financed  on  a  non-recourse  basis,  then  either  additional  guaran- 
tees, or  equity,  will  be  required.  As  before,  each  partner  will  be 
required  to  meet  its  share  of  these  obligations. 

Finally,  Urban  is  sensitive  to  the  concerns  about  dilution  expressed 
by  both  CPA  and  the  BRA.  Should  foreseen  or  unforeseen  circum- 
stances result  in  a  need  for  additional  capital  or  credit,  where  CPA 
was  either  unable  or  unprepared  to  meet  its  pro  rata  share  of  the 
incremental  obligation.  Urban  would  provide  the  additional  cash  or 
credit  for  a  period  of  time  sufficient  to  enable  CPA  to  raise  the 
additional  funds  or  credit  enhancements.  Dilution  would  occur 
only  after  all  opporttmities  were  explored  and  exhausted.  In  addi- 
tion, in  the  predevelopment  and  construction  phases  of  the  project, 
CPA's  ownerhsip  would  never  fall  below  25%,  even  if  at  that  point 
it  had  no  cash  invested  or  guarantees  outstanding.  Urban  would 
view  this  as  a  minimum  ownership  threshold  in  view  of  the  land 
value,  services  and  goodwill  that  CPA  will  have  brought  to  the 
partnership. 

The  only  conceivable  circumstance  under  which  CPA's  ov^mership 
would  drop  below  25%  would  be  in  the  post  construction  period, 
where  the  partnership  had  to  give  up  a  portion  of  the  equity  in 
order  to  obtain  favorable  financing  or  to  secure  a  prime  tenant. 
Clearly,  in  this  instance,  a  decision  such  as  this  would  have  to  have 
considerable  economic  merit  and  both  partners  would  share  such  a 
dilution  on  a  pro  rata  basis.  Finally,  under  no  circumstances,  even 
in  the  case  described  above,  would  CPA's  ov^Tiership  drop  less  than 
12.5%,  even  if  Urban  had  to  absorb  a  disproportionate  share  of  the 
dilution. 
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The  Joint  Venture  Management  Concept 

Over  the  years.  Urban  has  had  extensive  experience  in  developing 
major  commercial  real  estate  properties  within  the  framework  of  a 
joint  venture  relationship  where  both  partners  have  significant 
investment  interests.  The  essential  elements  of  any  successful 
partnership  require  initial  agreements  on  all  basic  business  objec- 
tives and  policies,  along  with  the  simple  human  bond  of  mutual 
respect  and  trust.  Urban  has  successfully  achieved  all  of  these 
aspects  of  partnership  in  their  most  complex  of  undertakings. 

For  example,  both  the  Westin  and  Mariott  Hotels  at  Copley  Place  in 
Boston  were  developed  within  the  framework  of  a  50/50  partner- 
ship with  Urban.  The  development  budgets  for  both  projects  total- 
led in  excess  of  $250  million.  Both  partners  participated  in  each 
project  to  the  fullest  extent,  and  both  continue  to  value  their  strong 
business  relationship  today. 

In  order  to  achieve  our  mutually  agreed  goals  and  objectives. 
Urban  has  identified  the  various  phases  of  a  major  commercial 
development  along  with  the  most  significant  decisions  to  be  made 
by  the  partnership.  This  is  best  illustrated  in  our  graphic  diagram 
of  "Project  Phasing  and  Activities"  shown  in  Exhibit  VI- A,  which 
we  propose  be  adopted  as  appropriate  for  this  project.  It  is  our  firm 
conviction  that  the  partnership  must  discipline  itself  to  make  deci- 
sions at  all  critical  stages  of  the  development  process  in  a  timely 
manner  to  avoid  exposure  to  undue  risk.  For  a  project  which  will 
require  several  million  dollars  in  pre-development  risk  funds 
without  any  guaranteed  assurance  of  success,  the  partnership  must 
not  proceed  into  subsequent  phases  without  first  making  prior 
assessments  and  required  decisions. 

In  order  to  respond  to  the  specific  parameters  for  developing  two 
major  sites  within  the  concept  of  a  partnership,  a  preliminary 
Organization  Chart  has  been  drawn  up  and  follows  this  section. 
The  plan  is  to  form  a  partnership  board  with  three  representatives 
each  from  Urban  and  Columbia  Plaza  Associates  (CPA)  on  the 
assumption  that  Urban  and  CPA  would  be  50/50  financial  partners 
and  participate  on  an  equal  basis  in  all  major  decisions. 
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Urban  contemplates  assuming  the  role  as  managing  partner  to 
bring  its  expertise  and  experience  in  developing  both  sites  on  a 
concurrent  basis. 

In  a  project  of  this  size  and  complexity,  the  staffing  needs  may  total 
upwards  of  25-30  people.  Urban  would  assume  the  responsibility 
for  assigning  experienced  professionals  from  within  its  organiza- 
tion to  manage  both  projects.  Urban  would  hire  additional  staff  for 
the  various  positions  from  the  greater  Boston  area,  giving  special 
consideration  to  CPA's  goals  of  providing  opportunities  to  all 
minorities.  The  intent  is  for  staff  members  to  be  Urban  employees 
whose  cost,  including  all  normal  and  reasonable  payroll  expenses 
and  allocated  overhead  costs,  would  be  billed  as  a  cost  to  the  joint 
venture. 

It  is  our  intent  that  the  project  teams  for  both  Kingston /Bedford 
and  Parcel  18  would  report  to  a  senior  development  officer  from 
Urban,  who  in  turn  would  be  a  member  of  the  partnership  board.  It 
is  assumed  that  the  partners  will  share  equally  in  all  major  deci- 
sions throughout  all  phases  of  the  project.  It  has  been  our  experi- 
ence that  when  disagreements  arise,  which  they  will,  the  partners 
will  continue  in  good  faith  to  seek  resolution  until  such  time  as 
there  is  consensus.  In  response  to  the  specific  decision  issues  raised 
in  CPA's  November  10, 1987  Request  for  Proposal  (RfP),  the  follow- 
ing is  representative  of  the  philosophy  we  would  adopt. 


A,  Community  Liaison  Programs 

We  intend  to  dedicate  a  staff  to  manage  the  liaison  programs 
within  the  policies,  budgets,  and  guidelines  established  by  the 
partnership  board.  It  is  also  assumed  that  CPA,  through  individual 
members,  will  provide  guidance  on  the  various  sensitive  issues 
associated  with  the  project  and  participate  in  all  the  decisions. 


B.  Challenge  Track 

Urban  endorses  the  concepts  and  guidelines  contained  in  the  Chal- 
lenge Track  and  contemplates  that  the  partners  will  jointly  make 
decisions  within  the  financial  parameters  and  policies  established 
at  the  time  the  partnership  is  formed. 
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C  Development  Program  Schedule 

As  shown  in  Section  IX,  our  development  schedules  anticipate  our 
proceeding  with  all  activities  on  both  projects  concurrently  with 
separate  project  teams,  architects,  and  consultants.  The  objective  is 
to  prepare  preliminary  designs  and  to  sufficiently  complete  the 
public  approval  process  and  environmental  impact  studies  to 
obtain  final  designation  from  the  Boston  Redevelopment  Authority. 

It  is  our  preliminary  assessment  that  the  potential  exists,  through 
an  aggressive  development  program  supported  by  the  City  and 
State,  to  break  ground  by  the  third  quarter  of  1989.  Our  schedule 
highlights  the  major  milestone  dates  for  both  projects,  which  shows 
the  project  being  ready  for  initial  occupancy  on  a  phased  basis  from 
late  1991  through  mid-1992.  Here  again,  the  partners  will  jointly 
evaluate  the  schedule  to  assess  the  overall  considerations  and 
jointly  make  decisions. 


D.  Permits  and  State/City  Process 

Urban  has  extensive  experience  in  State  and  City  processes  in  the 
development  of  Copley  Place,  Tent  City,  and  our  latest  project,  the 
116  Huntington  Avenue  office  building.  We  contemplate  dedicat- 
ing our  experienced  team  to  the  project,  who  would  work  within 
the  framework  established  by  the  partnership  board,  and  present 
alternatives  to  issues  impacting  project  schedule  or  cost. 


E.  Architects/Engineers  to  Satisfy  30%  minority  MBE 
Requirements 

Urban  would  solicit  proposals  from  all  qualified  minority  architec- 
tural and  engineering  firms  with  the  objective  of  achieving  CPA's 
goals.  Should  this  result  in  a  shortfall,  we  would  seek  to  form 
associations  between  majority  and  minority  firms,  which  we  be- 
lieve to  be  a  viable  and  realistic  approach.  It  is  our  understanding 
that  CPA  has  several  design  professionals  who  could  assist  us  in 
this  goal. 
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F.  Construction  Contractor/Manager  to  Satisfy  30%  MBE 
Requirements 

As  stated  above,  we  believe  the  30%  requirement  is  achievable  in 
the  construction  industry  today  by  forming  legitimate  and  viable 
joint  venture  relationships  between  minority  and  majority  firms. 
We  have  recently  committed  to  a  project  in  Hartford  which  will 
have  upwards  of  19%  MBE  participation,  which  is  unprecedented 
in  that  State. 


G.  Financing 

Urban  would  identify  the  financing  alternatives  to  the  joint  venture 
as  the  development  process  evolves.  For  example,  it  would  be  our 
intention  to  obtain  an  interim  financing  commitment  with  a  six  to 
eight  year  term  for  100%  of  the  projects  costs.  Typically,  rather  than 
seek  a  forward  commitment  for  permanent  financing,  we  look  to 
refinement  after  opening,  when  an  appropriate  "window"  is  avail- 
able. Our  ability  to  obtain  the  capitalization  to  carry  a  project  dur- 
ing adverse  market  conditions  and  to  finance  during  advantageous 
markets  is  reflective  of  Urban's  strength.  Again,  all  of  the  alterna- 
tives would  be  evaluated  with  CPA. 


H.  Commimity  Benefit  Issues 

It  is  anticipated  that  all  decisions  involving  community  benefits 
including  jobs,  job  training,  MBE  opportunities,  hiring  policies, 
affordable  housing,  and  special  outreach  programs  would  be  made 
in  cooperation  with  CPA  consistent  with  the  mutually  agreed  upon 
financial  and  budgeting  objectives  established  by  the  joint  venture 
board. 


I.  Property  Management  Issues 

It  is  our  intention  that  UIDC  Management,  Inc.,  a  subsidiary  of 
Urban,  would  provide  building  management  services  under  the 
auspices  of  the  joint  venture  board.  In  the  case  of  day  care  facilities, 
we  would  seek  to  subcontract  this  service  to  a  qualified  neighbor- 
hood organization  based  upon  CPA's  recommendation  and  guid- 
ance. Similarly,  we  would  approach  the  issues  of  housing  and /or 
use  of  public  spaces  in  the  same  manner. 
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As  noted  in  our  financial  pro  formas,  we  anticipate  the  joint  ven- 
ture reserving  opportunities  for  MBE's  as  tenants,  as  set  forth  in  the 
MBE  guidelines.  Again,  this  decision  would  be  made  in  coopera- 
tion with  the  joint  venture  board. 

Our  pro  forma  for  the  Columbia  Plaza  project  provides  for  a  contri- 
bution to  the  Neighborhood  Bank,  consistent  with  the  BRA's  objec- 
tives to  fund  such  programs  as  commercial  revitalization,  afford- 
able housing,  and  venture  capital  for  neighborhood  business, 
through  community  development  corporations.  The  issues  of  fund 
allocations  will  be  made  through  the  joint  venture  board,  and  we 
would  look  to  CPA  for  guidance  on  this  issue. 


J.  CPA's  Non-Cash  Contributions 

It  is  anticipated  that  each  of  the  CPA  partners  will  contribute  to  the 
joint  venture  in  such  areas  as: 

•  securing  the  necessary  support  for  public  financing; 

•  extensive  liaison  activities  with  the  neighborhood  to  identify 
sensitive  issues  and  possibly  mitigating  solutions; 

•  support  for  the  public  approval  process  through  the  BRA  and 
other  City  and  State  agencies; 

•  recommendations  to  enhance  and  achieve  the  MBE  objectives; 

•  active  and  supportive  participation  throughout  the  develop- 
ment process. 

To  conclude,  it  will  not  be  possible  to  anticipate  all  of  the  critical 
joint  venture  decisions  and  situations,  but  it  is  our  conviction  from 
extensive  experience  that  the  appropriate  framework  for  a  sound 
business  partnership  can  and  will  be  established  between  CPA  and 
Urban  to  achieve  mutual  goals  and  objectives. 
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Exhibit  VI-A:  Project  Phasing  and  Activities 


URBAN       INVESTMENT       AND       DEVELOPMENT      CO.  •  A  JMB  REALTY  CO.  •  PROJECT       PHASING       AND       ACTIVITIES 
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Linkage  Initiatives 

As  stated  previously,  through  the  development  of  Copley  Place, 
Urban  Investment  &  Development  Company  was  very  much  a  part 
of  defining  many  important  City  programs  in  the  areas  of  minority 
business  development,  employment  and  training,  and  affordable 
housing.  Working  with  CPA,  we  would  hope  to  build  upon  this 
experience.  We  applaud  CPA's  aggressive  goals,  and  share  its 
confidence  that  well  conceived  and  thoughtfully  implemented 
initiatives  in  these  areas  will  contribute  substantially  to  the  success 
of  the  overall  program.  The  following  is  a  brief  description  of  how 
these  initiatives  could  be  realized. 


Employment  and  Training 

The  key  objective  in  this  Parcel  to  Parcel  Linkage  is  to  create  decent, 
well-paying  and  lasting  job  opportunities  for  the  unemployed  and 
underemployed  in  the  Chinatown  and  Roxbury  communities.  The 
first  step  in  accomplishing  this  goal  is  to  review  existing  labor 
market  information  for  these  two  communities,  perhaps  in  conjunc- 
tion with  Northeastern  University's  Graduate  Economics  Depart- 
ment. The  purpose  of  such  a  survey  would  be  to  ascertain  the  latent 
skills  in  these  labor  forces  and  to  identify  educational  and  skill 
deficiencies  which  prohibit  certain  community  residents  from 
accessing  quality  job  opportunities.  Other  barriers  to  entering  the 
labor  force,  such  as  inadequate  language  skills  and  lack  of  daycare 
and  transportation,  would  also  be  evaluated. 

Secondly,  development  and  marketing  efforts  for  these  two  sites 
would  concentrate  on  recruiting  the  kinds  of  businesses  which  will 
foster  the  types  of  jobs  that  can  be  obtained  by  unemployed  and 
underemployed  residents  of  these  communities.  Major  emphasis 
would  be  placed  on  attracting  jobs  that  provide  opportunities  for 
upward  mobility  into  more  highly  skilled  and  higher  paying  posi- 
tions. To  the  extent  that  there  was  a  mismatch  between  the  types  of 
jobs  being  created,  and  the  skills  that  were  prevalent  in  the  sur- 
rounding labor  forces,  we  would  seek  to  utilize  one  of  Parcel  18's 
greatest  assets  -  if  s  proximity  to  educational  and  training  centers. 
Roxbury  Community  College,  Northeastern  University,  Wentworth 
Institute,  the  Roxbury  OIC,  Madison  Park  High,  and  the  Humphrey 
Occupational  Resource  Center  could  prove  to  be  invaluable  in 
providing  critical  educational,  training  and  supportive  services. 
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Ideally,  we  would  want  prospective  tenants  to  participate  in  the 
design  of  the  training  curricula.  Furthermore,  we  would  encourage 
employers  to  provide  their  own  instructors  and,  if  necessary,  to 
provide  their  own  equipment.  By  taking  these  measures,  we  would 
hope  to  insure  that  community  members  most  in  need  could  obtain 
maximum  economic  benefits  from  the  jobs  created  at  these  sites. 

UIDC  had  considerable  success  in  employing  local  residents  and 
minorities  among  the  approximately  3,350  newly-created  jobs  at 
Copley  Place.  The  most  recent  statistics  show  that  58%  are  Boston 
residents,  nearly  40%  are  from  the  South  End/Roxbury  neighbor- 
hoods, and  31%  are  minorities.  UIDC's  success  was  derived  from 
innovative  collaborative  arrangements  between  our  partners, 
Westin  Hotel  and  Marriott  Hotel,  our  Copley  Place  tenants  and 
with  such  groups  as  Polaroid's  Inner-City  Program,  United  South 
EndSettlements,  the  Third  World  Job's  Clearinghouse,  the  Boston 
Private  Industry  Council  (PIC),  and  Boston's  Neighborhood  Devel- 
opment and  Employment  Agency  (NDEA).  Urban's  commitment  of 
financial  resources  for  recruitment,  employment  and  training 
programs  was  in  excess  of  $600,000. 


Housing  Development 

As  we  have  indicated,  housing  is  being  considered  for  both  on-and 
off-site  locations.  A  comprehensive,  affordable  housing  develop- 
ment strategy,  which  relied  heavily  on  an  existing  network  of 
CDC's  and  neighborhood  housing  groups,  should  be  an  integral 
part  of  the  development  of  the  Kingston/Bedford  and  Parcel  18 
sites.  A  variety  of  housing  options  should  be  pursued,  including 
rental,  condominium  ownership,  and  cooperative  housing. 

At  Copley  Place,  UIDC  developed  100  units  of  cooperative  housing, 
25%  of  which  were  reserved  for  low  and  moderate  income  families. 
The  Residences  at  Copley  Place  was  the  first  mixed  income  coop- 
erative which  was  successfully  financed,  developed  and  marketed 
in  the  City  of  Boston.  Also,  UIDC  was  instrumental  in  the  realiza- 
tion of  the  adjacent  Tent  City  through  its  contributions  valued  at 
some  $11  million,  which  resulted  in  the  development  of  270  units  of 


50 


mixed  income  rental  housing.  UIDC  would  hope  to  use  its  housing 
experience  at  Copley  Place  to  further  affordable  housing  efforts  in 
the  neighborhoods  impacted  by  these  projects. 

A  primary  focus  of  Urban's  efforts  would  be  placed  on  working 
with  community  development  corporations.  This  approach  would 
be  especially  beneficial,  because  in  addition  to  providing  important 
financial  and  technical  resources,  Urban  would  work  to  enhance 
and  strengthen  the  existing  affordable  housing  development  infra- 
structure in  these  key  neighborhoods,  which  are  already  suffering 
from  the  spiraling  costs  of  housing. 

This  network  of  CDC's  could  continue  to  yield  dividends  long  after 
Parcel  to  Parcel  Linkage  I  is  complete.  An  additional  resource  could 
be  the  many  CDC's  and  groups  of  CDC's,  such  as  the  Infill  Collabo- 
rative, who  have  gained  considerable  expertise  and  insight  in 
neighborhood  housing  development,  which  could  greatly  benefit 
the  development  team's  ability  to  sensitively  and  productively 
provide  this  needed  housing. 

These  efforts  would  be  financed  by  a  variety  of  resources,  not  the 
least  of  which  is  the  up-front  payment  of  the  housing  linkage  re- 
quirement. These  monies  would  be  used  in  conjunction  with  a  wide 
variety  of  federal,  state  and  local  housing  resources,  including  low 
income  tax  credits,  MHFA  taxable  and  tax  exempt  financing,  Mass. 
Government  Landbank  assistance.  State  Chapter  707  and  SHARP 
operating  subsidies,  and  HOP  interest  rate  write-down  programs 
sponsored  by  the  Mass.  Housing  Partnership  (MHP).  Long  term 
affordability  could  be  preserved  for  all  the  housing  produced 
through  deed  restrictions  and  similar  mechanisms;  however,  in  a 
manner  consistent  with  the  transferring  of  equity,  which  is  a  key 
objective  of  Parcel  to  Parcel  Linkage  1,  yet  within  certain  parame- 
ters established  by  the  BRA  and  the  community,  individual  home- 
owners should  be  allowed  to  benefit  from  the  equity  appreciation 
of  their  properties. 
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Minority  Business  Enterprises 

Urban  has  a  distinguished  track  record  in  the  area  of  minority 
business  development.  At  Copley  Place,  more  than  $25,000,000  in 
construction  contracts  were  awarded  to  MBE's.  In  addition,  ap- 
proximately 17,000  square  feet  of  office  and  retail  space  was  set 
aside  for  minority  and  community  businesses  at  below  market 
rates.  To  date,  6,800  square  feet  is  devoted  to  a  retail /service  center 
to  serve  the  needs  of  the  adjoining  South  End  community.  This 
includes  a  hair  salon,  florist,  women's  fashion  shop,  a  check  cash- 
ing/lottery/utility payment  enterprise,  and  an  accounting  busi- 
ness. The  remainder  of  the  below  market,  minority  business  space 
is  located  in  the  office  complex  at  Four  Copley  Place.  There,  along- 
side anchor  tenants  such  as  Bain  and  IBM,  we  have  the  New  Eng- 
land Minority  Purchasing  Council,  an  insurance  agency,  a  print- 
ing/copying center,  and  a  travel  agency.  Our  results  at  Copley 
Place  serve  as  an  example  of  what  we  are  committed  to  do,  and  as  a 
model  from  which  we  learned  a  great  deal  about  MBE  inclusion  in 
the  real  estate  development  process.  We  would  take  a  very  similar 
approach  at  both  Kingston/ Bedford  and  at  Parcel  18  and,  working 
together  with  CPA,  we  would  hope  to  achieve  even  better  results. 

Within  the  development  framework  for  Kingston /Bedford  and 
Parcel  18,  Urban  is  willing  to  make  a  strong  commitment  toward 
creating  a  majority/minority  venttire  which  enables  the  minority 
partner  to  have  a  full  and  active  role  in  all  major  project  decisions 
(see  Partnership  section).  Beyond  this,  it  is  committed  to  maximiz- 
ing opportunities  for  minority  owned  businesses  such  as  architects, 
builders,  lav^^ers,  public  relations  and  leasing  agents,  to  name 
major  examples.  Given  the  enormous  size  of  this  project,  consider- 
able financial  leverage  could  be  exercised  to  attain  MBE  contracting 
goals.  For  example,  with  respect  to  construction,  success  is  highly 
dependent  upon  both  the  general  contractor's  commitment  to  AA/ 
EEO/MBE  requirements  and  the  subcontracting  relationships 
established.  UIDC  would  actively  monitor  this  process  to  insure 
that  contracting  goals  are  made  clear  and  explicit  at  the  negotiation 
stage  and  that  specific  language  is  included  in  both  the  general 
contract  and  the  subcontract  agreements  to  insure  that  these  goals 
are  being  met. 
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This  effort  would  be  buttressed  by  establishing  cooperative  rela- 
tionships with  a  variety  of  public  and  non-profit  organizations. 
These  could  include  the  State  Office  of  Minority  Business  Assis- 
tance (SOMBA),  the  Minority  Business  Commission,  and  the  Con- 
tractors Association  of  Boston,  among  others. 
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Financials 


Financial  Summaries 

Based  upon  the  preliminary  concept  and  programs  proposed  for 
these  sites,  an  economic  model  was  developed  in  order  to  illustrate 
the  project's  scope  and  complexity,  and  evaluate  its  feasibility.  The 
cost  assumptions  contained  herein  reflect  actual  costs  incurred  in 
similar  projects  presently  being  undertaken  by  Urban.  Revenue 
assumptions  are  based  upon  a  preliminary  market  analysis  of  both 
sites  recently  conducted  by  Urban  and  various  consultants.  Both 
sites  combined  will  result  in  over  2,262,000  square  feet  of  develop- 
ment, involving  more  than  $469,343,000  in  total  project  costs. 


Kingston/Bedford 

The  Kings  ton /Bedford  site  would  encompass  1,296,000  square  feet 
of  development.  Based  upon  this  model,  total  development  costs 
are  projected  to  be  $317,299,000,  which  is  comprised  of  both  public 
and  private  land  acquisitions  ($34,184,000),  hard  construction  costs 
including  tenant  improvements  ($149,423,000),  and  soft  costs 
($167,876,  000). 

Land  assemblage  costs  are  based  upon  acquiring  the  48,700  square 
feet  of  publicly  owned  land,  and  multiplied  by  an  FAR  of  15,  upon 
the  stated  price  of  $22  per  FAR  foot.  The  16,100  square  foot  private 
parcel,  also  with  an  FAR  of  15,  would  be  acquired  for  $75  per  FAR 
foot.  The  $34,184,000,  then,  is  a  combination  of  the  $16,071,000 
purchase  price  for  the  public  land  and  $18,113,000  for  the  private 
portion. 

Hard  costs  for  the  shell  and  core  are  estimated  based  upon  $90  per 
gross  square  feet,  adjusted  to  the  third  quarter  of  1989  at  an  annual- 
ized inflation  rate  of  4.15%.  This  results  in  construction  shell  and 
core  costs  of  $125,388,000.  This  figure  is  grossed  up  by  $3,995,000  to 
allow  for  miscellaneous  testing,  permits,  fees,  bonding,  insurance, 
and  inspections.  Total  hard  costs  further  incorporate  $2,000,000  for 
demolition  of  the  existing  garage,  $12,838,000  for  tenant  buildouts, 
again  adjusted  for  inflation,  and  $5,200,000  for  anticipated  premi- 
ums, training  and  recruitment  expenses  associated  with  MBE 
objectives. 
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The  soft  cost  budget  contemplates  a  30  month  construction  period 
and  a  24  month  marketing  period.  A  soft  cost  component  includes 
tenant  incentive  allowances  of  $21,160,000.  This  amount  is  being  set 
aside  in  anticipation  of  uncertain  or  particularly  competitive  mar- 
ket conditions  which  would  require  the  developer  to  offer  addi- 
tional incentives  to  attract  prime  tenants.  This  figure  is  derived 
from  the  assumption  that  we  would  make  available  an  additional 
$24.86  per  square  foot  for  850,950  net  rentable  square  feet  for  tenant 
improvements  above  the  standard  finish. 

Other  major  soft  cost  categories  include  interim  interest  through 
permanent  financing  of  $31,662,000  and  operating  losses  through 
breakeven  of  $37^34,000.  Both  of  these  are  inflated  due  to  our 
belief  that  we  will  need  to  offer  a  prime  tenant  1  year's  free  rent  as  a 
further  inducement  to  locate  here. 

The  balance  of  $42,680,000  in  remaining  soft  costs  is  comprised  of 
development  management  costs  ($11,250,000),  contingency 
($10,000,000),  professional  fees  and  expenses  ($7,637,000),  leasing 
and  marketing  commissions  ($6,353,000),  linkage  commitments 
($3,675,000),  financing  costs  ($3,100,000),  and  real  estate  taxes 
($665,000). 

Sources  of  funds  are  derived  from  an  interim  construction  loan  of 
$285,772,000.  This,  in  turn,  would  be  repaid  from  the  proceeds  of  a 
permanent  loan  of  $317,299,000.  The  $31,527,000  difference  between 
the  permanent  and  construction  loan  would  be  applied  to  fund 
interim  interest  and  operating  deficits  through  breakeven,  which  is 
anticipated  to  occur  in  1995. 

In  1995,  the  building  will  be  96%  occupied.  Scheduled  gross  rents 
per  square  foot  at  that  time  are  projected  to  be  $46.00  per  foot,  with 
a  $10  expense  stop,  resulting  in  a  net  rent  per  square  foot  of  $36  per 
foot.  We  believe  this  a  fair  assumption  in  light  of  existing  market 
conditions  for  comparable  space  in  the  same  location.  Leases  are 
currently  being  written  in  the  low  forties,  with  expense  stops  in  the 
$8-$9  range.  While  these  transactions  are  on  properties  which  will 
not  be  on  stream  until  1988  and  1989,  we  do  not  anticipate  tenants 
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paying  rent  and/or  100%  occupancy  until  1995,  thus,  we  have  built 
in  an  annual  inflation  rate  in  the  market  rents.  Moreover,  we  have 
appreciated  the  expense  stop  accordingly. 

Gross  rental  revenue  in  1995  is  further  supported  by  parking  net 
revenue  of  $3,938,000  (or  $405  per  space  per  month),  and  net  retail 
revenue  of  $1,287,000  based  upon  32,000  net  square  feet  of  retail 
space  at  slightly  more  than  $40  per  foot.  As  above,  we  believe  that 
these  revenue  streams  are  well  founded,  given  this  location  and 
existing  market  conditions.  This  revenue  stream,  when  adjusted  for 
operating  expenses  including  taxes  at  $10  per  foot,  results  in  a 
stabilized  net  operating  income  (NOI)  in  1995  of  $32,980,000.  This 
supports  projected  debt  service  of  $30,143,000  (a  9.5%  bullet  loan  on 
$317,299,000),  leaving  a  cash  flow  after  debt  service  of  $3,351,000. 

From  an  investment  analysis  standpoint,  given  the  above  assump- 
tions, the  Kings  ton /Bedford  Parcel  would  appear  to  be  financially 
feasible.  With  a  stabilized  NOI  of  $32,980,000  against  total  project 
costs  of  $317,299,000,  the  project  would  yield  a  capitalization  rate  of 
$10.39.  Assuming  a  sale  of  the  project  after  12  years  from  initial  oc- 
cupancy, which  is  a  sufficient  period  to  allow  for  two  increases  in 
rents,  the  property  would  yield  from  combined  cash  flows  and 
residual  value,  (using  an  8%  cap  rate  in  the  terminal  year,  and  a 
discount  rate  of  11%),  a  net  present  value  of  $139,129,000.  This 
analysis  has  not  taken  into  consideration  the  impact  of  dedicating 
5%  of  NOI  and  10%  of  residuals  for  community  benefits.  However, 
even  taking  these  into  consideration,  the  project  would  appear  to  be 
■financially  feasible  as  the  returns  are  within  industry  norms. 


Parcel  18 

As  expected,  the  economics  of  Parcel  18  are  not  as  optimistic. 

Our  model  calls  for  the  development  of  966,000  gross  square  feet 
and  total  project  costs  of  $152,044,000.  Total  costs  are  comprised  of 
$95,518,000  in  hard  construction  costs  and  $56,526,000  for  soft  costs. 
Our  financial  model  assumes  the  land  would  be  conveyed  via  a  99 
year  lease  at  $1  per  year. 
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Hard  costs  for  the  shell  and  core  are  $84,547,000.  This  figure  is 
derived  from  estimated  construction  costs  per  foot  ranging  from 
$48.00  a  foot  for  the  above  ground  garage,  to  the  hotel  and  confer- 
ence center  at  $102.00  per  foot.  The  weighted  average  cost  per  foot 
for  the  entire  development  in  1987  dollars  is  $81.42.  This  amount  is 
then  inflated  by  an  annual  rate  of  4.15%  to  the  third  quarter  of  1989, 
resulting  in  an  adjusted  weighted  average  cost  per  foot  of  $87.52. 
Hard  construction  costs  are  then  increased  by  $2,937,000  to  fund 
miscellaneous  testing,  permits,  fees,  etc.  Totad  hard  costs  further 
reflect  $7,434,000  for  tenant  buildouts,  and  an  additional  $600,000 
to  pursue  MBE  subcontractor  goals. 

The  soft  cost  budget  envisions  a  20  month  construction  schedule 
and  a  24  month  marketing  period.  Total  soft  costs  are  projected  to 
be  $56,526,000.  As  at  Kings  ton /Bedford,  major  soft  cost  compo- 
nents include  operating  losses  through  breakeven  of  $17,441,000, 
tenant  allowances  of  $6,774,000,  and  interim  interest  through  per- 
manent loan  closing  of  $6,111,000.  Similar  to  the  downtown  model, 
we  have  budgeted  additional  amounts  here  so  that  free  rent  (12 
months)  and  tenant  finishes  above  the  standard  could  be  offered  to 
attract  prime  tenants.  The  remaining  $26,200,000  would  be  allo- 
cated to  development  management  and  professional  fees 
($10,630,000),  contingency  ($4,800,000),  and  financing,  marketing, 
pre-opening,  FF&E  and  property  tax  expenses.  This  $26,200,000 
also  includes  a  projected  linkage  cost  of  $2,408,000. 

Again,  as  in  Kingston/ Bedford,  the  two  primary  sources  of  funding 
are  the  construction  loan  ($143,211,000)  and  permanent  loan 
($119,643,000).  Unlike  at  the  downtown  site,  however,  the  perma- 
nent loan  is  insufficient  to  pay  out  the  construction  loan,  not  to 
mention  completely  fund  total  development  costs  of  $152,044,000  in 
an  equity  requirement,  post-construction,  of  $32,401,000.  Steps  to 
mitigate  if  not  eliminate  this  equity  balance  will  be  discussed  be- 
low. 

The  fundamental  problem  with  the  economics  at  Parcel  18,  is  the 
relatively  modest  renting  stream  when  compared  to  project  costs. 
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The  major  source  of  revenue  is  generated  by  the  rents  on  the  office 
building.  Here,  by  1994,  when  we  expect  to  achieve  full  occupancy, 
we  are  projecting  gross  revenues  of  $26.00  per  foot  with  a  five 
dollar  expense  stop.  This  is  a  reasonable  assumption  in  view  of 
market  rate  rents  in  today's  market  for  comparable  space  in 
peripheral  areas  in  Boston  and  in  the  Route  128  market  (approxi- 
mately $21.00  per  foot,  gross).  It  certainly  compares  favorably  with 
class  A  space  in  downtown  Boston.  Our  $26.00  per  square  foot 
gross  in  1994  reflects  an  appreciation  assumption  of  slightly  more 
than  3%  per  year.  This  should  be  achievable. 

The  second  significant  source  of  cash  flow  is  the  medical  building, 
with  191,400  net  rental  square  feet.  Gross  rents  in  1994  are  projected 
to  be  $23.52  per  square  foot.  These  rents  were  discounted  from  the 
office  rents  to  take  into  account  that  portion  of  the  building  which 
will  be  dedicated  to  light  manufacturing  associated  with  the  medi- 
cal industry  (i.e.  medical  equipment  assembly  and  testing,  prosthet- 
ics assembly,  etc.). 

To  stimulate  revenue,  as  well  as  contribute  substantially  to  the 
development  concept  and  program  at  Parcel  18,  we  have  intro- 
duced the  possibility  of  a  200-room  hotel  here.  We  have  had  pre- 
liminary discussions  with  a  national  hotel  chain  relative  to  locating 
a  moderately  priced  hotel  at  Parcel  18  and  the  response  was  quite 
favorable.  Based  upon  their  input,  we  are  assuming  an  average 
occupancy  of  80%  and  an  average  room  rate  of  $88.00  per  night. 
Given  the  trade-offs  between  hotel  size,  room  rates  and  occupancy 
levels,  these  assumptions  are  consistent  with  what  this  operator  is 
presently  achieving  in  the  Boston  market,  prior  to  the  re-opening  of 
the  Hynes  Auditorium/Convention  Center. 

The  revenue  stream  is  completed  after  factoring  in  retail  income  at 
$23.15  per  foot  on  a  market  basis  (triple  net),  and  a  $16.21  per  foot 
on  a  below  market  basis  (again,  triple  net).  (30%  of  retail  space  is  set 
aside  for  neighborhood /minority  businesses  at  below  market 
rates.)  Finally,  parking  revenue  is  projected  to  be  $1,042,000,  based 
upon  $5.00  per  space  per  day. 
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These  revenues,  adjusted  for  expenses,  yield  a  combined,  stabilized 
NOI  in  1994  of  $13,071,000.  Debt  service,  is  calculated  at 
$14,213,000,  leaving  cash  after  debt  service,  but  before  taxes,  of 
minus  ($1,142,000).  However,  this  debt  service  constant  only  gener- 
ates loan  proceeds  of  $119,643,000,  thus  necessitating  the  equity 
requirement  described  above. 

As  indicated  previously,  Parcel  18  would  not  be  considered  an 
acceptable  investment.  In  addition  to  the  larger  permanent  equity 
requirement,  the  project  only  yields  a  capitalization  rate  of  8.6%.  A 
capitalization  rate  on  this  type  of  property  in  this  location  should 
be  yielding  a  capitalization  rate  of  10%.  What  this  means  in  simple 
terms  is  that  based  upon  this  projected  NOI  of  $13,077,000,  we  are 
spending  $152,044,000  in  total  development  costs  for  a  project 
whose  market  value  is  approximately  $130,000,000. 

We  view  that  there  are  two  distinct  challenges  at  Parcel  18.  The  first 
challenge  is  implementing  a  development  and  marketing  plan  that 
achieves  the  uses,  occupancies,  and  rates  that  we  have  projected 
above.  Inherent  in  this  process  are  risks  and  constraints  as  well  as 
opportunities  and  options  we  clearly  understand  and  can  manage. 
The  second  challenge  is  to  reduce  if  not  eliminate  the  equity  re- 
quirement and  improve  the  capitalization  rate.  To  do  this,  we 
would  pursue  the  following  objectives: 

1.  We  would  seek  to  obtain  as  many  pre-leases  as  possible.  We 
would  rely  very  heavily  on  the  Governor's  and  the  Mayor's 
commitments  to  use  the  influence  of  their  offices  to  encourage 
major  Boston  and  Massachusetts  employees  to  locate  here.  The 
medical,  banking,  and  insurance  industries  would  be  logical 
prospects.  In  addition,  we  would  ask  these  elected  officials  to 
take  a  thorough  inventory  of  their  own  agencies  to  determine  if 
any  of  them  could  locate  at  Parcel  18.  The  State  Welfare  Offices  at 
600  Washington  Street  might  be  an  appropriate  agency,  as  would 
the  City's  Public  Facilities  Department.  Achieving  substantial 
pre-lease  commitments  could  save  perhaps  as  much  as 
$15,000,000  in  development  costs,  as  it  would  reduce  costs  with- 
out effecting  NOI.  The  capitalization  rate  would  increase  from 
8.7%  to  9.5%,  which  is  much  closer  to  industry  norms. 
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2.  We  would  pursue  the  City's  offer  to  apply  up  to  $15,000,000  in 
acquisition  monies  at  Kingston /Bedford  to  project  costs  at  Parcel 
18.  While  this  would  be  in  the  form  of  a  loan  and  eventually 
repaid,  it  would  reduce  the  amount  of  project  costs  to  be  funded 
from  permanent  loans  proceeds,  and  thereby  reduce  the  amount 
of  permanent  equity  by  the  same  amount. 

3.  We  would  work  within  the  City  and  State  to  obtain  UDAG/ 
CEDAG  grants  to  write  down  the  costs  of  the  garage  at  both  loca- 
tions. We  have  assumed  that  these  costs  would  be  born  by  con- 
ventional financing,  as  we  do  not  presently  have  any  firm 
commitments  that  these  grant/ loans  are  available.  Nevertheless, 
while  these  monies  might  remain  in  the  form  of  a  loan  to  the 
partnership,  their  usually  favorable  terms  and  extended  repay- 
ment would  have  the  effect  of  further  reducing  the  equity  re- 
quirement at  Parcel  18,  and  perhaps  create  an  equity  surplus  at 
Kingston/Bedford.  This  surplus  cash,  in  turn,  could  be  applied  to 
the  deficit  at  Parcel  18. 
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Exhibit  VIII-A:  The  Kingston/Bedford  Site  Pro  Forma 


Exhibit  VIII-B:  Preliminary  Development  Budget: 
The  Kingston/Bedford  Site 
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PRELIMINARY  DEVELOPMENT  BUDGET 
THE  KINGSTON/BEDFORD  SITE 
CPA/UIDC  JOINT  VENTURE 
■  SUMMARY 


Description 

1)   LAND  ASSEMBLAGE 

(Plus  5%  N.O.I.  &  10%  of 
Sales/Refinancing  for 
City  Component) 


2) 

LAND  CARRY 
Linkage: 

Housing                $  2,803,000 
Jobs                      872,000 

SUBTOTAL : 

3) 

REAL  ESTATE  TAXES 

4) 

PROFESSIONAL  FEES  AND  EXPENSES 

5) 

PROFESSIONAL  FEES  AND  TENANT  IMPROVEMENTS 

6) 

CONSTRUCTION 

Shell  and  Core             $136,585,000 
Tenant  Improvements           12,838,000 

SUBTOTAL: 

7)   TENANT  ALLOWANCES 

(Plus  free  rent  per  Schedule) 

LEASING  AND  MARKETING  AND  COMMISSIONS 

FINANCING  COSTS 

DEVELOPMENT  MANAGEMENT  COSTS  AND  FEES 

CONTINGENCY  (4%) 

SUBTOTAL:  Before  Interest  and  Initial  Losses 

INTERIM  INTEREST 

(Until  Permanent  Financing) 

OPERATING  LOSSES  THRU  BREAKDOWN 

TOTAL  DEVELOPMENT  COSTS 


$  Amount 
$  34,184,000 


3,675,000 
665,000 

7,637,000 
856,000 


149,423,000 

21,160,000 

6,353,000 

3,100,000 

11,250,000 

10,000,000 

248,303,000 

31,662,000 

37,334,000 

i317,299,000 


VIII-B-1 


PRELIMINARY  DEVELOPMENT  BUDGET 
THE  KINGSTON/BEDFORD  SITE 
CPA/UIDC  JOINT  VENTURE 
DEVELOPMENT  BUDGET 


LAND 

27,400  LSF  (a  $22/FAR  SF 
18,300  LSF  (a  $22/FAR  SF 
3,000  LSF  (a  $22/FAR  SF 
48,700  LSF  (3  $22/FAR  SF 
16,100  LSF  (a  $75/FAR  SF 

48,700*  X  $22/FAR  SF  x  15 
16,100  X  $75/FAR  SF  x  15 


Terms:  50%  (a  Final  Designation 
50%  @  Groundbreaking 


S/T 


$16,071,000 

18,113,000 

$34,184,000 


*City  Land  (a  $22/FAR  Plus  5%  N.O.I.  -  10%  of  Refinancing  or  Sales 
LAND  CARRY 


Linkage: 

-  Housing 

(972,000  GSF  -   100,000)  $5/GSF  =  $4,360,000 
50%  (a  Groundbreaking 
50%  over  seven  years* 

-  Jobs 

(972,000  GSF  -  100,000)  $1/GSF  = 
50%  @  Groundbreaking 
50%  one  year  later 


P.V.    $  2,803,000 


S72,000 


S/T    $  3,675,000 


♦Consider  as  a  pass-thru  to  tenants  after  initial  occupancy. 

REAL  ESTATE  TAXES  (During  Construction) 

(From  3rd  Qtr.  '89  to  March  '92) 

•  Assume  tax  rate  of  $19  per  $1000  on  Land  Cost 
of  $34M  based  on  taxable  status  date  of  1/1/89 
for  Fiscal  Tax  Year  1990.  (Taxes  after  occupancy 
included  in  expense  stop.) 
$19  X  $34,000 


•  Tax  Consultant 


S/T 


$ 

$ 


646,000 

19,000 
665,000 


VIII-B-2 


THE  KINGSTON/BEDFORD  SITE 
CPA/UIDC  JOINT  VENTURE 


PROFESSIONAL  FEES 
324,000  GSF  GAR 
972.000  GSF  BLDG. 
1,296,000 

Architect  (324,000  (a  2.00/SF  +  972,000  @  3.20/SF)  =       $3,758,400 
Structural  (1,296,000  @  .60/SF)  =  777,600 

Mechanical/Electrical  (324,000  0  .20/SF  +  972,000  @  .65/SF)  =  697,000 


Geotechnical 

Allow. 

150,000 

Environmental 

Allow. 

300,000 

Wind  Load 

Allow. 

80,000 

Curtain  Wall 

Allow. 

60,000 

Code 

Allow. 

35,000 

Scheduling 

Allow. 

55,000 

Construction 

Allow. 

150,000 

Traffic 

Allow. 

50,000 

Peer  Engineers 

Allow. 

40,000 

Acoustics 

Allow. 

25,000 

Graphics 

Allow. 

30,000 

Security 

Allow. 

30,000 

Damage  Survey 

Allow. 

50,000 

MBE/EEO 

Allow. 

75,000 

Window  Washing 

Allow. 

.05 

20,000 

Vertical  Transportation 

Allow. 

.05 

80,000 

Appraisal 

Allow. 

100.00) 

Survey 

Allow. 

100.000 

Misc.  Legal 

Allow. 

S/T 

200.000 
6.863.000 

Misc.  2.9% 

S/T 

200.000 
7.063.000 

Reimbursables  (4.6%) 

324.000 

Professional  Fees 

S/T 

7,387,000 

Extras  Allow, 

250,000 

- 

$7,637,000 

PROFESSIONAL  FEES  FOR  TENANT  IMPROVEMENTS 

Space  Planning  .25/SF  x 

910,000 

GSF  = 

$   228,000 

Mech./Elec.  Engr'g.  Review  .08/SF  x  910,000  = 

73,000 

Working  Drawings  -  Allov 

/  40%  X  < 

no, 000  X  1.25  = 

455,000 

Misc.  Allow.  = 

100,000 

$   856,000 


VIII-B-3 


THE  KINGSTON/BEDFORD  SITE 
CPA/UIDC  JOINT  VENTURE 


6.  CONSTRUCTION  SHELL  &  CORE 

Garage    324,000  GSF 

Bldg.     972,000  GSF 

1987  Cost   1,296,000  @  90/GSF  =  $116,640,000 

Escal.  to  3rd  Qtr.  '89  +  7.5%  =  8,748,000 

$125,388,000 

Testing  Materials  and  Methods:  1,296,000  @  .50/SF  =  $   649,000 

Permanent  Graphics  -  Allow.  150,000 

Permits  Allow.  1%  of  Shell  &  Core  1,254,000 

Misc.  Tap-On  Fees  Allow.  25%  of  Shell  &  Core  314,000 

Insurance  .65/GSF  x  1,296,000  843,000 

Temp  Signage  Allow.  100,000 

Auditor's  Fees  25,000 

Legal  Fees  100,000 

FF&E  (Incl.  Art  Work)  500,000 

Misc.  Inspections  (Roofing,  etc.)  60,000 

$129,383,000 

Demolition  (Bedford-Kingston  Garage  -  750  Car  Garage)  Allow  $  2,000,000 

Allow  for  MBE  Subcontracting/Training  5,200,000 

$136,585,000 

Construction  Tenant  Improvements: 

Standard  Work  Letter  -  1987  Cost  746,360  USF  x  16/USF  =  $  11,942,000 

Escalation  to  3rd  Qtr.  1989  +  7.5%  =  896,000 

S/T  $149,423,000 

7.  TENANT  ALLOWANCES 

(For  Above  Standard  Incentives  to  Lease  Space) 

850,950  (a  Avg.  24.86/RSF  =                     S/T  $  21,160,000 

8.  LEASING  AND  MARKETING 

Marketing  Center  .35  x  850,950  RSF  $    298,000 

Design  Fees     .05  x  850,950  RSF  42,000 

Graphic  Display  Sys.  .25  x  850,950  RSF  213,000 

Commissions  @  $5,  50%  Co-Broker  7.50  5,192,000 

Special  Promotions 

Groundbreaking  -  Allow.  82,000 

Topping-Out  .   50,000 

Initial  Occupancy  100,000 

Misc.  50,000 

Public  Relations  150,000 

Advertising  -  Allow.  150,000 

Misc.  26,000 

S/T  $  6,353,000 


VIII-B-4 


THE  KINGSTON/BEDFORD  SITE 
CPA/UIDC  JOINT  VENTURE 


FINANCING  COSTS 


Inspection  Fees  -  34  mos.  @  $3600/mo  $   123,000 

Service/Standby/Commit.  Fees 

Construction  Loan  i  Pt   533^^  2.475,000 

Permanent  Loan   1  Pt  ' 

Title  Charges  -  Allow.  200,000 

Legal  Fees  -  Allow.  300,000 

S/T  $  3,100,000 

10.  DEVELOPMENT  MANAGEMENT 

Site  Office 

Expenses 

Project  Staffing  (Including  Construct.,  Develop.,  Tenant 

Coord.,  Acctg.,  Leasing  and  Pre-Construct. ) 
Corporate  Support 
Travel  and  Meeting 

Allow.  (2.5%  of  Development  Cost)  ^  6,250,000 

Development  Fee  2.0%  on  $250M  5,000,000 

S/T    $  11,250,000 

11.  CONTINGENCY 

4%  of  $250M  $  10,000,000 

SUBTOTAL:  Before  Interest  and  Initial  Losses   $248  303  000 


Vin-B-5 


Exhibit  VIII-C:  The  Parcel  18  Site  Pro  Forma 
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Exhibit  VIII-D:  Preliminary  Development  Budget: 
The  Parcel  18  Site 


PRELIMINARY  DEVELOPMENT  BUDGET 
PARCEL  18  -  RUGGLES  STREET  SITE 
CPA/UIDC  JOINT  VENTURE 
SUMMARY 


Des 

■cription 

Hotel 

Garage.  Office 
Medical  &  Retail 

Total 

1) 

LAND 

$    -0- 

$   -0- 

$   -0- 

2) 

LAND  CARRY  (LINKAGE) 
Housing: (1) 
Jobs: 

387.000 
143,000 
530,000 

1,371,000 

507,000 

1,878,000 

1,758,000 

650,000 

2,408,000 

3) 

REAL  ESTATE  TAXES 
(During  Construction) 

48,000 

172,000 

220,000 

4) 

PROFESSIONAL  FEES 
Base  Building           1,219,000 
Hotel STenant  Improvements    470,000 

1,689,000 

4,323,500 

137,500 

4,461,000 

5,542,500 

607,500 

6,150,000 

5) 

CONSTRUCTION 

A.  Site  Development 

Parking  Garage 

Hotel 

Medical 

Office 

Escalation 

SUBTOTAL: 

300,000 
-0- 
16,830,000 
-0- 
-0- 
1,285,000 
18,415,000 

525,000 
10,368,000 

-0- 

20,000,000 

30,625,000 

4,614,000 

66,132,000 

825,000 
10,368,000 
16,830,000 
20,000,000 
30,625,000 
5,899,000 
84,547,000 

B.  Construction  -  Misc. 

500,000 

2,437,000 

2,937,000 

C.  MBE 

102,000 

498,000 

600,000 

D.  Tenant  Improvements 
Office 
Medical 
SUBTOTAL: 

-0- 
-0- 

4,410,000 
3,024,000 
7,434,000 

4,410,000 
3,024,000 

-0- 

7,434,000 

6) 

HOTEL  PRE-OPENING 

250,000 

-0- 

250,000 

7) 

FURNITURE,  FURNISHINGS 
&  EQUIPMENT 

3,200,000 

-0- 

3,200,000 

8) 

TENANT  ALLOWANCES 

-0- 

6,774,000 

6,774,000 

9) 

LEASING  &  MARKETING 

-0- 

3,081,000 

3,081,000 

10) 

FINANCING  COSTS 

■  347,000 

1,264,000 

1,611,000 

11) 

DEVELOPMENT  MANAGEMENT 

964.000 

3,516,000 

4,480,000 

12) 

CONTINGENCY 

1,032,000 

3,768,000 

4,800,000 

SUBTOTAL: 

$27,077,000 

$101,415,000 

$128,492,000 

13) 

INTERIM  INTEREST 

6,111,000 

14) 

INITIAL  LOSSES 

TOTAL  DEVELOPMENT  COST: 

Notes 

17,441,000 
$152,044,000 

^^Present  value  of  $3,250,000  over  12  ye 
building  permit  is  obtained. 

ars  starting  2  years  after 

VIII-D-1 

PRELIMINARY  DEVELOPMENT  BUDGET 

PARCEL  18  -  RUGGLES  STREET  SITE 

CPA/UIDC  JOINT  VENTURE 

DEVELOPMENT  BUDGET 


1.  LAND 

160,000  LSF  to  be  leased  to  developer  at  $l/yr.  for 
99  years. 

Total  Land  Cost:  $    -0- 

2.  LAND  CARRY 

Linkage: 

-  Housing 

(750,000  sf  -  100,000  sf)  $5/GSF  =  $3,250,000 
*Payable  over  12  years  beginning  2  years  after 
issuance  of  building  permit.  P.V.  1,758,000 

-  Jobs 

(750,000  sf  -   100,00  sf)   $1/GSF  =  $650,000 

Payable  in  two  equal  annual  installments  commencing 

with  issuance  of  building  permit. 

Total  Land  Carry  Costs:  2,408,000 

3.  REAL  ESTATE  TAXES  (During  Construction) 
(From  3rd  Qtr.  '89  to  2nd  Qtr.  '92) 

•  Assume  tax  rate  of  $17  per  $1,000  on  Land  Cost  of 

150,000  sf  X  $15/sf  X  4.6  =  $11,040,000    $188,000 

•  Tax  Consultant  32,000 

Total  Taxes  During  Construction:  220,000 
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PARCEL  18  -  RUGGLES  STREET  SITE 
CPA/UIDC  JOINT  VENTURE 


PROFESSIONAL  FEES 


A.  Base  Building 


Above  Grade  Hotel /Conference 

165,000  S.F. 

Above  Grade  Office  Space 

350,000  S.F. 

Above  Grade  Medical  Buildi 

ng 

200,000  S.F. 

Above  Grade  Retail 

35,000  S.F. 

TOTAL  ABOVE  GRADE 

750,000  S.F. 

Below  Grade  Parking  Garage 

216,000  S.F. 

TOTAL : 

966,000  G.S.F 

Architect  (216,000  @  1.90  +  750,000  @  2.90)  = 

$2 

,585,400 

Structural  (966,000  6SF  0  .55) 

= 

531,300 

Mechanical/Electrical  (966,000 

FSF  (a  .60) 

579,600 

Geotechnical 

125,000 

Environmental 

150,000 

Wind  Load 

25,000 

Curtain  Wall 

40,000 

Code 

25,000 

Schedul ing 

50,000 

Construction 

150,000 

Traffic 

35,000 

Peer  Engineer 

45,000 

Acoustic 

20,000 

Graphics 

35,000 

Security 

35,000 

MBE/EEO 

100,000 

Exterior  Building  Maintenance 

30,000 

Vertical  Transportation 

80,000 

Appraisal 

60,000 

Survey 

115,000 

Miscellaneous  -  Legal 

150,000 

Miscellaneous 

50,000 

S/T 

$5,016,300 

Reimbursables  (6.5%) 

326,200 

S/T 

$5 

,342,500 

Extra  -  Allow 

200,000 

55,542,500 

VIII-D-3 


PARCEL  18  -  RUGGLES  STREET  SITE 
CPA/UIDC  JOINT  VENTURE  


4.  PROFESSIONAL  FEES  (Cont'd.) 

B.  Office/Hotel  Tenant  Improvements 

1.  Office 

Space  Planning 
Engineering  Review 
Telecommunications 


Hotel /Conference 
Interior  Design 
Procurement 
Kitchen 
Laundry 


3.  Miscellaneous  -  Other 


S/T 


S/T 


S/T 

TOTAL  PROFESSIONAL  FEES: 


$  87,500 
40,000 
15,000 

$  142,500 


150,000 

140,000 

50,000 

25,000 

$  365,000 

100,000 

$  607,500 

$6,150,000 


CONSTRUCTION  SHELL  &  CORE 

A.  Site  Development 

33,000  sf  (3  $25.00  sf 

Five-Level  Parking  Garage 
216,000  sf  (3  $48.00  sf 

Hotel  &  Conference  Center  (6-8  stories) 
165,000  sf  (3  $102.00  sf* 

Medical  Building  (9  stories) 
200,000  sf  @  $100.00  sf** 

Office  Building  (20  stories) 
350,000  sf  0  $87.50  sf 

S/T 

Escalation  (a  7.5%  to  3rd  Qtr.  1989 

S/T 


$  825,000 

10,368,000 

16,830,000 

20,000,000 

30,625,000 

$78,648,000 

5,899.000 

$84,547,000 
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PARCEL  18  -  RUGGLES  STREET  SITE 
C PA/ U I DC  JOINT  VENTURE 


5.  CONSTRUCTION  SHELL  &  CORE  (Cont'd.) 

B.  Testing  Materials  and  Methods: 

966,000  sf  @  $.50/sf  $   483,000 

Permanent  Graphics  -  Allow.  100,000 

Permits  Allow.  1%  of  Shell  and  Core  845,000 

Misc.  Tap-On  Fees  Allow.  .25%  of  Shell  and  Core  211,000 

Insurance  $.65/GSF  X  966,000  S.F.  628,000 

Temp.  Signage  Allow.  75,000 

Auditors  Fees  20,000 

Legal  Fees  75,000 

FF&E  Inc.  Artwork  200,000 

Misc.  Inspections  (Roofing,  etc.)  50,000 

Utility  Relocation  250,000 

S/T  $  2,937,000 

C.  MBE  Subcontracting  Training  600,000 

D.  Construction  Tenant  Improvements 

Office  Building: 

350,000  (3  .84  X  $15/USF  $  4,410,000 

Medical : 

200,000  (3  .84  X  $18/USF  3,024,000 

S/T  $  7,434,000 

TOTAL  CONSTRUCTION:  $95,518,000 


8.  TENANT  ALLOWANCES 

Office  (3  $15  RSF 
350,000  (3  .84  X  15 

Medical 


200,000  (3  .84  X  15 

Retail 

35,000  (3  $15 


S/T 


PRE-OPENING  EXPENSES  $   250,000 


FURNITURE,  FURNISHING  &  EQUIPMENT  FOR  HOTEL 

200  rooms  (3  $14,250/rm.  $  2,850,000 

Kitchen/Laundry  350,000 


TOTAL  FF&E  FOR  HOTEL:     $  3,200,000 


Free  Rent 
Office  -  Allow  12  months 
Medical  -  Allow  12  months 

TOTAL  CASH  TENANT  ALLOWANCES:     $  6,774,000 
(See  Pro  Forma)  ^jjj  ^  j. 


PARCEL  18  -  RUGGLES  STREET  SITE 
CPA/UIDC  JOINT  VENTURE 


LEASING  AND  MARKETING 

Marketing  Center 
Advertising  and  Promotions 
Public  Relations 
Misc. 

♦Commissions,  Office  &  Medical   Buildings 
550,000  (a   4.83/RSF   (50%) 


TOTAL  LEASING  AND  MARKETING: 


150,000 

150,000 

75,000 

50,000 


$  2,656,000 
$  3,081,000 


♦Assume  50%  leased  on  direct  basis  without 
broker  participation. 

10.  FINANCING  COSTS 

Inspection  Fees,  24  months  ?  $3600 
Legal  Allowance 
Title  Insurance 
Service/Standby/Commit  Fee 

Construction  1/4  pt.  on  $150M 

Permanent    1/2  pt.  on  $150M 

TOTAL  FINANCING: 


86,000 
250,000 
150,000 

375,000 
750,000 


$  1,611,000 


11.  DEVELOPMENT  MANAGEMENT 

Site  Office,  Staffing,  Corporate  Support,  Leasing 

and  Predevelopment  Activities 

Allow.  2.5%  of  $126M 
Predevelopment  Fee  1%  of  $126M 

TOTAL  DEVELOPMENT  MANAGEMENT 


$  3,200,000 
1,280,000 

$  4,480,000 


12.  CONTINGENCY 


(4%)  of  $120M 


$  4,800,000 


13.  INTERIM  INTEREST 

14.  INITIAL  LOSSES 


$  6,111,000 
$17,441,000 


TOTAL  DEVELOPMENT  COST; 


$152,044.000 
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Development  Schedules 


The  attached  Preliminary  Development  Schedule  and  summary  of 
Milestone  Dates  illustrates  a  logical  sequence  of  events  based  upon 
our  knowledge  of  the  public  approval  process  contemplated  for 
this  project. 

The  schedule  reflects  our  initiating  all  development  activities  for 
both  projects  on  a  concurrent  basis.  This  is  an  ambitious  assump- 
tion in  view  of  the  complex  issues  including  land  takings,  public 
approvals,  and  certain  infrastructure  improvements  which  in  some 
instances  are  beyond  our  control.  The  inference  is,  of  course,  that 
the  CPA/UIDC  joint  venture  will  look  to  the  City  and  State  to  act 
as  our  advocates  throughout  the  development  process. 

The  pre-development  phase  is  defined  as  all  activities  from  Tenta- 
tive Designation  through  start  of  construction.  A  significant  date 
will  be  Final  Designation  by  the  Boston  Redevelopment  Authority, 
including  all  related  design  and  public  approvals  authorizing  the 
developer  to  proceed. 

A  construction  start  date  for  both  the  Kingston /Bedford  and  Parcel 
18  sites  is  projected  for  the  fourth  quarter  of  1989,  with  early  finish 
phased  occupancy  occuring  from  the  last  quarter  of  1991  through 
mid-1994. 
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Milestone  Dates: 

The  Kingston/Bedford  Site 

CPA/UIDC  Joint  Venture 


BRA/CPA  select  joint  venture  development  partner.  March  1988 

Execution  of  agreements  between  joint  venttire 

partners.  May  1988 

CPA/UIDC  selects  Architect.  Jime  1988 

CPA/UIDC  undertake  feasibility  analysis  and  market 

study  to  determine  development  program.  July  1988 

BRA  approves  schematics.  October  1988 

Preliminary  cost  estimates  and  Pro  Forma  updates.  November  1988 

Land  assemblage  including  City  and  private  parcels.  November  1988 

Selection  of  Construction  Manager  (issue  RFP  for  CMP 

type  contract  based  upon  fixed  fee,  L/S  General 

Conditions,  and  Schedule  and  MBE  commitments.  November  1988 

EIS  studies  through  Draft  EIS.  March  1989 

Approval  of  DIPP  documents,  LDA  Final  Designation.  March  1989 


Complete  Design  Development  documents. 

Budget  update  and  Pro  Forma  confirmation. 

Initial  Construction  Documentation. 

Obtain  loan  commitment. 

Secure  pre-construction  lease  commitments. 

Groundbreaking 

Construction  through  initial  Occupancy  Permit  for 
first  major  tenant.  (30  months) 

Tenant  lease-up  and  build-out.  (24  months) 


August  1989 
September  1989 
November  1989 
November  1989 
November  1989 
November  1989 

May  1992 
May  1994 
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Milestone  Dates: 
The  Parcel  18  Site 
CPA/UIDC  Joint  Venture 

•  BRA  and  CPA  selects  joint  venture  development 
partner. 

•  Letter  agreements  executed  between  joint  venture 
partners  structuring  all  essential  business  terms. 

•  CPA/UIIXr  undertake  feasibility  analysis  and  market 
study  to  determine  development  program. 

•  CPA/UIDC  select  architect. 

•  BRA  approves  concept  schematics. 

•  Select  construction  management  firm. 

•  Obtain  advance  commitment  from  hotel  operator  and 
office  tenants. 

•  Complete  EIS  studies.  Ground  Lease  agreements  and 
all  related  Development  Impact  Plan  agreements 
(Final  Designation). 

•  Complete  Design  Development  documents  and 
update  budget. 

•  Complete  initial  Construction  Documents. 

•  Obtain  loan  commitments. 

•  Bid  and  award  initial  construction  contract(s) 
Groundbreaking 

•  Construction  period  and  initial  occupancy  -  early  finish 


March  1988 

May  1988 

July  1988 
July  1988 
October  1988 
November  1988 

January  1989 

March  1989 

July  1989 
November  1989 
November  1989 

November  1989 


•  Medical 

•  Retail 

•  Garage 

•  Office 

•  Hotel 


November  1991 
November  1991 
November  1991 
December  1991 
March  1992 
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Preliminary  Development  Schedule 
CPA/UIDC  Joint  Venture 


[>e*aipt]on 


Pre-Development 

Construction                  | 

1988 

1989 

1990 

1991 

1992 

1993 

1994        1 

Isl 

2nd 

3i(< 

*t 

l9t 

2n<j 

3rd 

4h 

Isl 

2nd 

Vd 

4ll 

1st 

M 

Vd 

4»i 

1sl 

2nd 

3rd 

tt 

Isl 

2nd 

3rd 

4h 

Isl 

Tnl 

3.d 

H 

Developer  SHected 
Joint  Venbjrt  Agreemenlt 


Feasibility 'Market  Study 


Paicel  18 
KrgskyVBedlord 


Site  A»eint)iage 


Parcel  18 

tQngskxVBedlofd 


Public  Approvals 


PacellS 

KingsloiVBedfofd 


Pre-Leesir>g  Phase 


ParceJ  18 
KirigstDfv'Bedlaid 


Design  Phase 


Parc«iie 

Kings  tofVBedlord 


Construction  Phase 


Parcel  1 8 

Kir>gs  ton/Bed  lord 


leasing  &  Tenant  Work 
Parcel  16 

KngsttWBediord 


CZD 


Key 

! 

'I 

-B(*pf0(ect5 

-PaaiM 

-  KInjslon/Bedlod 

-Inswlnoto 
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HH 

TA 

^^ 
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(1)                       (2) 
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Notes 
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construction 
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COPLEY  PLACE:  The  Developers' SUny 


The  $500  million  Copley  Place  m 
Boston  IS  one  of  the  largest  mixed-use 
dei'elopments  (MXDs)  ever  built  m 
one  phase.  Conceived  m  1976,  Copley 
Place  IS  built  on  nine  and  one-half 
acres  of  air  rights  and  includes  a 
Westin  hotel  with  804  rooms  and  a 
Marriott  convention  hotel  with  1 ,147 
rooms;  four  offue  buildings  with  a 
total  of  845,000  leasable  square  feet; 
a  120-store  shopping  gallery  with 
375,000  leasable  square  feet,  includ- 
ing a  100,000-square-foot  Neiman- 
Marcus  store;  104  residential  units; 
and  underground  parking  for  1 ,432 
cars. 

Copley  Place  required  an  invest- 
ment of  some  $10  million  in  pre- 
development  costs;  it  required  the  re- 
routing and  reconstruction  of  high- 
ways at  costs  (before  construction)  of 
tens  of  millions  of  dollars;  it  demanded 
creative  financing,  involving  many 
partnerships;  and  it  had  to  respond 
both  to  lis  physical  environment  and  to 
the  people  of  Boston. 

The  Urban  Investment  and  Deiiel- 
opment  Company  (UIDC)  developed 
Copley  Place.  Executives  of  this  firm, 
together  with  one  of  the  project's  prin- 
cipal architects,  shared  their  experi- 
ences and  lessons  at  ULTs  1984  fall 
meeting  at  Copley.  A  condensed  ver- 
sion of  their  presentations  follows. — 
Editor 


G.  Ralph  Guthrie  (chairman 
and  CEO,  UIDC):  In  several  ways, 
Copley  Place  directly  resulted 
from  UIDC's  success  with  Water 
Tower  Place  in  Chicago.  There, 
we  gained  mixed-use  experience 
with  a  major  project  that  included 
retail,  office,  hotel,  residential, 
and  parking  uses.  Our  Water 
Tower  experience  also  acquainted 
us  with  Ken  Himmel,  a  native 
Bostonian.  As  that  first  project 
was  being  completed.  Ken's 


thoughts  went  to  the  marrying  of 
Water  Tower  Place's  concepts  to 
his  home,  Boston.  He  knew  where 
this  marriage  should  take  place:  in 
the  Back  Bav.  The  challenge  was 
to  create  a  sweeping  linkage  of 
Copley  Place's  site  with  the  tradi- 
tional and  successful  Newbury 
and  Boylston  Street  shops,  with 
the  Hynes  Auditorium  and  the 
Prudential  Center,  and  with  the 
outstanding  pedestrian  and  trans- 
port activities  in  the  hub  of  the 
Back  Bay. 

A  Public/Private  Partnership 

Rudolph  Umscheid  (senior 
vice  president,  UIDC):  C^opley 
Place  represented  a  partnership 
among  the  developer,  the  city  of 
Boston,  and  the  state  of  Massa- 
chusetts, intended  to  develop  the 
largest  and  certainly  the  most 
complex  land  parcel  remaining 
within  central  Boston. 

The  idea  of  a  public/private 
partnership  did  not  just  happen; 
rather,  it  evolved  from  the  fact 
that  a  development  of  this  scale 
carries  tremendous  political,  en- 
vironmental, technical,  and  finan- 
cial risks.  The  first  key  player  was 
our  landlord,  the  Massachusetts 
Turnpike  Authority. 

The  authority  had  tried  for 
years  to  develop  the  entire  site, 
but  the  combination  of  timing, 
market  conditions,  and  technical 
difficulties  of  building  over  the 
turnpike  proved  loo  difficult.  I  am 
certain  that  many  would  have 
gladly  paid  the  premium  to  devel- 
op the  smaller,  but  choice,  tri- 
angle site  on  which  the  Westin  ho- 
tel now  stands.  But  the  authority 
had  the  patience  and  the  foresight 
to  wait  until  a  concept  came  along 
that  made  sense  for  the  entire  site, 
and  a  developer  that  had  the  re- 
sources for  a  project  of  this  scale. 


Then  there  was  the  state  gov- 
ernment, under  Governor  .Mi- 
chael Dukakis,  whose  administra- 
tion was  supportive  at  the  time, 
and  who  looked  at  the  develop- 
ment as  a  flagship  for  his  urban 
growth  and  economic  benefit  pol- 
icy. Still,  the  state  had  to  decide 
between  selecting  a  single  devel- 
oper or  holding  a  competition: 
UIDC  expressed  its  unwillingness 
to  submit  to  a  competition,  and,  in 
April  1977,  the  state  decided  to 
negotiate  directly  with  UIDC, 
without  holding  a  competition.  In- 
stead, it  imposed  rigid  conditions 
for  a  public  review  process  and 
for  timing  before  it  could  make  a 
deal. 

The  state  conceived  of  a  public/ 
private  partnership  to  guard 
against  losing  control  of  the  devel- 
opment process  and  to  provide  a 
buffer  in  case  the  project  failed. 
The  state  decided,  through  the 
turnpike  authority,  to  implement 
these  controls  via  the  citizens'  re- 
view process. 

The  citizens'  review  process  be- 
gan by  our  meeting  with  such  di- 
verse constituencies  as  the  Council 
of  Building  Unions,  the  chamber 
of  commerce,  and  South  End  and 
Back  Bay  neighborhood  groups — 
more  than  25  organizations.  Any- 
one who  anticipated  potential, 
even  remote,  effects  from  Copley 
Place's  completion  attended  the 
meetings.  Strong,  if  not  vehe- 
ment, opposition  came  from 
neighborhood  groups  that  wanted 
low-income  housing.  Others  saw 
that,  with  appropriate  environ- 
mental and  architectural  restric- 
tions, the  project  would  bring  sub- 
stantial economic,  social,  and 
aesthetic  benefits  to  the 
neighborhoods. 

Objections  from  community 
groups  ranged  from  clearly  sub- 
stantive viewpoints  to  bizarre  con- 
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Aerial  view  of  Copley  Place.  The  Westin  hotel  tower  stands  in  the  right  foreground; 
the  Marriott  hotel  tower  is  behind  the  main  structure.  Among  the  high-rise  buildings 
in  the  background  is  the  Prudential  center,  which  contains  Saks  Fifth  Avenue  and 
Lord  and  Taylor  department  stores. 


cerns  (attempts  to  keep  the  hy- 
drants for  our  canine  friends,  and 
allegations  that  UIDC  represented 
a  mysterious  OPEC  group).  UIDC 
attended  some  30  meetings  from 
May  to  September  1977  to  ex- 
plain, defend,  and  debate  the  vital 
issues,  including  massing,  pedes- 
trian access,  neighborhood  shop- 
ping, low-income  housing,  park- 
ing, jobs,  architectural  issues,  and 
wind  mitigation.  The  recommen- 
dations from  this  citizens'  review 
process  were  published  in  Sep- 
tember 1977  as  the  Citizens'  Re- 
view Committee  (CRC)  guidelines. 
The  state  had  the  option  to  select 
any,  all,  or  none  of  the  recom- 
mendations and  then  to  incorpo- 
rate them,  if  anv,  as  conditions  in 
the  air  rights  lease.  UIDC  had  as- 
sumed that  the  state  would  be  se- 
lective, but  the  state  kept  all  of  the 
recommendations,  significantly 
complicating  the  lease  nego- 
tiations. 

jobs  and  housing  were  two  of 
the  most  controversial  issues.  To 
deal  with  the  issue  of  jobs,  UIDC 


eventually  committed  $700,000 
for  a  program  to  target  construc- 
tion jobs.  Thirty  percent  of  the 
jobs  would  go  to  minorities;  50 
percent  to  women;  10  percent  to 
minority  businesses;  and  50  per-" 
cent,  overall,  to  Boston  residents. 
It  was  a  stringent  program,  un- 
precedented in  Boston.  In  the 
end,  UIDC  nearly  achieved  its 
goals  for  construction  employ- 
ment but  exceeded  those  for  per- 
manent jobs.  To  reconcile  the 
housing  issue,  UIDC  incorporated 
100  units,  25  percent  of  which 
would  be  rental  units  available 
only  to  moderate-income  resi- 
dents. (The  residential  component 
will  be  ready  for  occupancy  this 
spring.)  As  a  trade-off,  we  re- 
ceived approval  to  expand  the 
project's  gross  square  footage  be- 
yond the  2.2  million  square  feet 
contained  in  the  CRC  guidelines. 
By  the  end  of  1977,  we  had  at- 
tended over  200  public  meetings. 
What  lessons  did  we  learn  from 
the  citizens'  review  process?  One, 
that  community  input  can  help  to 


make  a  product  a  better  one.  Two, 
that  a  developer  can  operate  suc- 
cessfully m  a  public  forum,  in  the 
spirit  of  a  public/private  partner- 
ship, and  survive  with  an  econom- 
ically viable  project.  Three,  that 
traditional  urban  renewal,  where- 
by government  has  broad,  sweep- 
ing powers,  is  dead.  Neighlx)r- 
hoods  and  citizens  are  now 
prepared  to  stand  up,  b)e  counted, 
and  fight  back. 

Throughout  the  review  process. 
UIDC  tried  to  find  an  economi- 
cally feasible  design.  This  was  re- 
ally an  interim  process.  In  the  late 
1970s,  so  many  market  factors 
were  changing  that  we  were  con- 
stantly trying  to  adjust  and  re- 
spond. We  engaged  more  than 
100  firms  and  spent  more  than 
SIO  million  before  one  shovel 
broke  ground  at  Copley,  on 
November  13,  1980. 

While  this  process  was  taking 
place,  UIDC  was  negotiating  the 
air  rights  lease.  The  lease  was 
signed  on  December  22,  1978,  be- 
fore Governor  Dukakis  left  office 
and  after  some  intense  and  occa- 
sionally fractured  negotiations. 
From  UIDC's  viewpoint,  the  lease 
was  not  financeable,  but  at  least 
we  had  the  development  rights. 

In  January  1979,  Ed  King  suc- 
ceeded Michael  Dukakis.  Shortly 
before  this,  UIDC's  negotiations 
with  a  major  anchor  tenant  had 
aborted,  so  we  decided  to  switch 
to  a  concept  of  two  hotels,  one  an- 
chor department  store,  and  in- 
creased office  space.  The  resulting 
program  contained  about  3.5  mil- 
lion gross  square  feel,  which  is 
pretty  much  today's  square 
footage. 

UIDC  had  early  identified 
Westin  Hotels  and  Marriott  Cor- 
poration as  potential  partners. 
Each  hotel  operator  had  a  differ- 
ent philosophical  perspective  on 
the  development  business,  differ- 
ent hotel  operating  principles, 
and  a  different  basic  market. 
Westin  attracted  us  for  several 
reasons:  it  wanted  to  expand  on 
the  East  Coast;  it  provided  a 
strong  image  as  a  sophisticated  in- 
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Copley  Place  project  plan.  The  garage 
and  retail  mall  are  both  situated  beneath 
the  four  office  structures. 


ternational  hotel  operator:  it  was 
willing  to  take  a  substantial  equity 
position;  and  it  would  enter  into  a 
joint  venture  in  which  L'IDC  re- 
tained its  role  as  development 
manager.  In  fact,  Westin  had 
been  trying  to  get  into  Boston  for 
more  than  10  years. 

Marriott  was  in  its  early  stages 
as  an  operator  of  large  convention 
hotels.  But  we  decided  that  Mar- 
riott would  best  balance  Westin  at 
Copley  because  of  Marriott's 
equally  healthy  public  image,  na- 
tional visibility,  and  proven  ability 
to  manage  a  major  development. 

The  Design  Challenge 

Howard  Elkus  (principal.  The 
Architects  Collaborative  (TAC)  ): 
Copley  Place' is  the  first  project  in 
history  to  build  over  a  highway  in- 
terchange. It  required  $25  million 
in  site  improvements.  (For  an 
overview  of  this  project's  design 
challenges  and  the  ways  in  which 
they  were  met,  see  "Highway  Air 
Rights  Construction  Adds  New 
l^nd  to  Boston, "  Urban  Land,  Au- 
gust 1984.) 

Our  four-block  site  was  pan  of 
the  South  End  community,  which 
has  since  become  a  historic  archi- 
tectural preserve,  along  with  the 
Back  Bay  neighborhood.  Our  ur- 
ban design  challenge  was  essen- 
tially to  fill  in  the  hole  in  the  ur- 
ban fabric  made  by  the  dividing 
turnpike. 


In  addition  to  reinforcing  exist- 
ing f>edestrian  patterns,  we  built 
two  important  new  ones.  A  pedes- 
trian spine  cutting  straight  across 
the  site  recognized  a  natural  pe- 
destrian "desire  line"  between  the 
new  Back  Bay  subway  station. 
Prudential  Center,  and  the  ex- 
panding Hynes  Auditorium.  This 
pedestrian  street,  expected  to 
serve  60,000  commuters  per  day, 
establishes  a  distinct  diagonal  grid 
across  the  site  to  organize  the 
building  program  elements. 

Potential  retail  tenants  had  to 
consider  our  location  carefully,  as 
it  was  two  football  fields  away 
from  the  retail  action  on  Newburv 
Street.  To  prevent  a  cul-de-sac,  we 
built  a  second  pedestrian  route, 
starting  from  lower  Newbury 
Street,  bringing  people  across 
Copley  Square,  through  Copley 
Place,  and  back  to  upper  Newbury 
Street  through  Prudential  Center. 
Solving  the  vehicle  network  in- 
volved trying  to  identify  both 
building  sites  for  the  high-rise  ele- 
ments, and  frontage  for  vehicle 
access  and  for  active  fiedestrian 
edges.  Eventually,  a  street  was 
shifted  to  accommodate  the  West- 
in hotel.  Also,  we  totally  reconfig- 
ured the  interchange,  eliminating 
some  ramps  and  flip-flopping  oth- 
ers, to  improve  the  traffic  flow. 
We  rebuilt  all  of  the  ramps  within 
the  site,  as  well  as  all  of  the  streets 
surrounding  it. 

To  make  the  project  fit  in  with 
its  surroundings,  we  stepped 
down  the  massing,  from  the  36- 
and  38-story  hotel  towers  on  the 
north  side,  to  the  I4-siory  central 
element,  to  the  lower  mass  of  the 
retail  and  housing  components  on 
the  south. 

Because  of  the  air  rights  aspect 
of  the  project,  there  was  no  going 
underground  to  avoid  mass.  The 
retail  concourse  and  galleries  had 
to  start  30  feet  above  the  sur- 
rounding grade  to  clear  the  off- 
ramps  and  the  struaured  parking 
over  the  turnpike.  We  put 
Neiman-Marcus  at  one  end  and 
counted  on  Saks  Fifth  Avenue  and 
Lord  and  Taylor  at  the  Prudential 
Center  to  serve  as  the  anchors  on 


the  opposite  end.  With  the  hotels 
using  the  only  zone  available  for 
high-rise  construction,  we  lavered 
the  offices  over  the  retail  space, 
breaking  them  into  essentially 
four  separate  buildings,  accessible 
from  a  sky  lobby.  This  design  not 
only  helped  to  scale  down  the 
massing  but  also  created  an  identi- 
ty for  several  major  tenants.  By 
joining  the  buildings  within,  we 
were  able  to  provide  large 
( 1 25,0()0-square-fool),  contiguous 
fioorplates  around  a  central 
atrium. 

To  attract  people  to  the  south 
gallery,  where  the  restaurants  and 
cinemas  are  located,  we  placed  the 
main  escalator  banks  there  and 
shaped  the  atrium  to  suggest  a 
spatial  movement  to  the  south 
from  the  central  gallery.  Service 
and  parking  facilities  for  the  retail 
shops  and  offices  are  sandwiched  ■ 
between  and  below  the  turnpike 
off-ramps.  The  off-ramp  geome- 
try literally  hugs  the  outside  walls 
of  the  project. 

We  used  precast  concrete  to 
fashion  a  masonry  skin  and 
worked  hard  to  develop  the  color, 
textures,  profiles,  and  details  to 
complement  the  richness  of  our 
historic  neighbors,  panicularly  the 
churches.  Brick  housing  echoes 
the  existing  neighborhoods.  In- 
side the  public  spaces,  we  tried  to 
create  a  warm,  elegant,  and  so- 
phisticated environment  in  keep- 
ing with  Back  Bay  Boston.  We 
used  rosewood,  brass,  marble,  and 
tile,  and  put  these  materials  where 
people  could  touch  and  feel  them. 

To  emphasize  Copley  Place's 
close  tie  to  Newbury  Street,  the 
criteria  for  the  retail  shops  re- 
quired the  tenants  to  put  up  bou- 
tiquelike storefronts  that  suggest 
the  character  of  a  pedestrian 
street  or  of  urban  interior  design. 
The  Marriott  public  spaces  were 
integrated  with  the  Huntington 
Avenue  entrance,  giving  life  to 
each.  In  fact,  both  hotels  were 
closely  related  to  the  retail  galler- 
ies. Copley  Place  culminates  in  the 
central  atrium,  with  its  park  fea- 
turing seasonal  landscaping  and  a 
water  sculpture,  much  as  New- 
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bury  Street  terminates  in  the  Pub- 
lic Gardens. 

Commercial  Q)mponents 

James  B.  KJutznick  (senior  vice 
president,  UIDC):  Once  the  site 
of  Copley  Place  had  been  identi- 
fied, the  potential  of  the  site  for 
mixed-use  development  had  to  be 
analyzed.  The  shortage  of  first- 
class  hotel  rooms  and  of  parking 
in  the  Back  Bay  was  evident.  The 
vacancy  rate  for  office  space  was 
low;  and,  although  the  Back  Bay 
was  known  not  to  absorb  new  of- 
fice space  at  as  fast  an  annual  rate 
as  downtown  Boston,  it  had  di- 
gested major  projects  such  as  the 
Prudential  Center  and  the  John 
Hancock  Building. 

The  retail  potential,  however, 
required  investigation.  First,  we 
drew  some  analogies  between  Chi- 
cago and  Boston.  Both  cities  serve 
as  the  major  urban  centers  of 
their  regions.  For  various  rea- 
sons— commerce,  government, 
and  tourism — they  attract  people 
from  across  their  regions,  the  na- 
tion, and  the  world.  The  Back  Bay 
and  North  Michigan  Avenue  (the 
location  of  Water  Tower  Place) 
play  similar  roles.  They  are  the 
major  prestigious  districts  of  their 
downtowns;  they  are  both  fine 
residential  and  hotel  concentra- 
tions with  solid  office  markets; 
and,  from  a  retail  perspective, 
they  both  possess  a  middle-to-best 
retail  element,  located  about  one 
mile  from  the  traditional  retail 
districts — Washington  Street  in 
Boston  and  State  Street  in 
Chicago. 

The  question  still  remained  of 
whether  the  chosen  site  suited  the 
necessary  quality  and  scale  of  the 
proposed  retail  uses.  The  leading 
retail  streets  of  the  Back  Bay  are 
Newbury  Street  and  Boylston 
Street,  and  they  do  not  border  our 
property. 

Investigation  showed  that,  at 
that  time,  several  department  and 
specialty  store  prospects  could 
possibly  use  a  Back  Bay  branch,  as 
could  some  other  chains  not  yet 
located  in  the  Boston  area.  This 
information  encouraged  us  to  be- 
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lieve  that  all  the  markets  for  a 
mixed-use  development  were 
available  and  that  the  site  was  well 
situated  to  serve  them.  The  ques- 
tion then  became,  given  the  diffi- 
cult physical,  economic,  and  polit- 
ical constraints  of  the  site,  could  a 
multiuse  building  be  designed  to 
house  these  uses  in  a  manner  ad- 
vantageous to  all  of  them? 

First,  the  logical  entrances  to 
our  proposed  uses  had  to  be 
found.  The  entrances  to  the  ho- 
tels and  the  parking  lots  logically 
belonged  along  Huntington  Ave- 
nue, the  major  street  bounding 
the  site.  The  locations  for  the  en- 
trances to  the  office  and  retail 
components  were  less  apparent. 
Working  with  office  and  retail 
leasing  agents,  UIDC  first  pro- 
posed a  retail  program  of  between 
600,000  and  700,000  square  feet, 
including  two  or  three  depart- 
ment store  anchors.  We  went 
through  many  schemes,  attempt- 
ing to  lay  out  desirable  depart- 
ment store  locations  and  specialty 
shop  spaces  between  the  depart- 
ment stores. 

After  numerous  attempts,  we 
concluded  that  one  major  depart- 
ment store  should  occupy  the 
southeast  frontage  at  Dartmouth 
and  Stuart  Streets,  with  a  mall 
running  diagonally  across  the 
property  from  that  anchor  toward 
the  Prudential  Center,  where  Saks 
and  Lord  and  Taylor  are  located. 
To  anchor  this  proposed  mall  at 
the  other  end,  we  determined  that 
a  smaller,  two-level  department 
store  of  approximately  50,000 
square  feet  could  occupy  the 
Huntington  Avenue  frontage, 
sharing  a  common  entrance  with 
the  mall  tenants.  Thus,  the  config- 
uration of  a  retail  component  of 
about  375,000  square  feet  came 
into  focus,  largely  because  of  the 
logical  locations  of  the  entrances 
to  all  of  the  multiple  uses. 

Originally,  the  proposed  pro- 
gram for  the  office  section  en- 
tailed about  500,000  square  feet. 
The  most  logical  configuration 
would  have  been  a  tower.  The 
public  review  process,  however, 
had  restricted  the  site  to  two 


Copley  Place's  interior  retail  and  office 
spaces.  The  shopping  gaJlery's  first  level 
serves  as  a  pedestrian  boulevard,  giving 
indirect  access  to  offices  via  escalators 
and  elevators. 


towers.  As  the  two  hotels  needed     • 
those  towers,  we  layered  office 
space  above  the  two  retail  levels 
and  expanded  the  office  program 
to  about  850,000  square  feet.  We 
decided  that  the  first  level  of  the 
shopping  gallery  would  have  to 
bring  pedestrians  to  the  office 
section. 

Next,  we  decided  to  design  a 
sky  lobby  for  the  office  section 
and  to  locate  it  above  the  shop- 
ping galleries  in  the  central 
atrium.  Four  entrances  off  the  sky 
lobby  would  lead  to  four  elevator 
cores,  which  system  would  allow 
occupants  of  the  office  section  a 
choice  of  direct  (by  elevator  from 
the  garage)  or  indirect  (by  foot 
along  a  pedestrian  boulevard  lead- 
ing to  escalators  and  elevators)  ac- 
cess to  the  sky  lobby.  We  now 
have  a  roster  of  fine  office  ten- 
ants. Clearly,  we  were  pleased  to 
be  70  percent  leased  just  six 
months  after  our  first  occupancy 
in  spring  1984.  Rental  rates  have 
averaged  $32  per  square  foot. 

Because  the  retail  component 
offered  the  highest  potential  ex- 
posure for  the  project,  the  secur- 
ing of  a  major  department  store 
anchor  became  critical.  The  feasi- 
bility prospects  of  the  project  rose 
and  fell  with  the  daily  reports  of 
our  department  store  negotia- 
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tions.  Finally,  Neiman-Marcus  be- 
came convinced  of  the  potential 
rewards  o(  a  store  of  just  over 
1  (»(),(»()()  square  feet.  With 
Neini.in-Marcus  in  place,  we  laid 
out  our  leasing  plan  and  identi- 
fied a  concentration  of  shops  and 
an  advantageous  location  lor  food 
and  entertainment  elements.  The 
ground  level  houses  the  national 
and  international  shops  of  high 
quality  and  renown,  along  with 
some  fine  local  and  regional  ten- 
ants. Upstairs  accommodates  the 
local,  regional,  and  national  ten- 
ants of  a  middle-to-best  quality. 
Although  the  marketing  labels  of 
these  shops  range  from  "middle" 
to  "best,"  the  overall  atmosphere 
of  the  shopping  galleries  is  of 
high  quality. 

The  result  of  our  retail  leasing 
program  witnesses  to  the  general 
success  of  our  strategy.  But  we 
had  suffered  a  number  of  fits  and 
starts.  Cloplev  Place  was  not  an 
easy  sell  because  it  was  not  an  ob- 
vious retail  location  such  as  New- 
burv  Street.  1  believe  two  major 
factors  plaved  in  our  favor — be- 
yond sheer  luck,  upon  which  we 
all  depend.  First,  we  had  gained 
valuable  experience  by  developing 
Water  Tower  Place.  Second,  we 
figurativelv  had  to  sell  a  bridge 
many  times  over  to  succeed;  this 
was  the  $3  million  Huntington 
Avenue  bridge,  which  spans 
Huntington  .Avenue  and  connects 
us  with  our  unofficial  anchors, 
Saks  Fifth  Avenue  and  Lord  and 
Taylor.  The  agreement  allowing 
this  pedestrian  bridge,  and  the 
timing  of  its  construction,  gained 
in  importance  when  we  lost  the 
smaller,  .o(),()0()-square-foot  de- 
partment store  anchor  at  the 
Huntington  Avenue  entrance. 
Fortunately,  Tiffany  came  along, 
after  several  years  of  negotiation, 
and  decided  to  lease  a  portion  of 
that  space  in  an  anchor  position. 
.*\s  noted,  the  retail  section  of  a 
mixed-use  development  is  gener- 
ally its  most  exposed  element. 
Consequently,  the  developer  ei- 
ther revels  in  its  success  or  bears 
the  shame  of  the  scarlet  barri- 
cades. With  Copley  Place,  the  for- 


Figure  1 
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Office  and  Retail  Operations  Changes 
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mer  has  been  the  case.  All  but  a 
few  of  the  120  retail  spaces  on  the 
leasing  plan  were  leased  by  the 
end  of  1984.  at  rates  averaging 
above  $30  per  square  foot  on  a 
net  basis.  Apparently,  the  shops 
are  heading  toward  an  average 
annual  sales  volume  in  their  first 
year  of  more  than  $300  per 
square  foot.  Manv  smaller  shops 
are  already  producing  sales  vol- 
umes between  $500  and  $1,000 
per  square  foot  annually. 

The  Finance  Structure 

Gordon  Keiser  (executive  vice 
president  and  chief  flnancial  of- 
ficer, UIDC):  Obtaining  financing 
of  $0.5  billion  did  challenge  us, 
but  we  actually  have  four  separate 
projects.  Each  of  the  four  Copley 
components  has  a  separate  owner- 
ship arrangement,  with  different 
participants  and,  consequently, 
different  financing  solutions. 

The  air  rights  lease  from  the 
turnpike  authority  is  a  99-year 
master  lease  to  uioc,  which  then 
subleases  to  each, of  the  four  com- 
ponents. The  lease  itself  incorpo- 
rates the  myriad  requirements 
that  came  out  of  the  citizens'  re- 
view pnKess.  It  is  entirelv  pre- 
paid, up  front,  for  its  full  99-year 
term.  Originally,  it  was  executed 
in  1978  under  somewhat  adverse 
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conditions:  our  option  on  the  site 
had  expired,  and  if  we  did  not 
gain  control  of  the  land,  our 
whole  effort  would  be  lost.  We 
had  a  new  state  administration, 
and  negotiations  with  our  pro- 
spective retail  anchor  had  just 
broken  off.  So  we  decided  to  sign 
the  lease  and  work  it  out  later. 

From  the  standpoint  of  financ- 
ing, the  original  lease  posed  sev- 
eral problems.  We  had  a  step  rent 
with  Consumer  Price  Index  (CPI) 
increases,  and  the  lease  was  not 
subordinated  to  third-partv  lend- 
ers. Unable  to  reach  a  satisfactory 
agreement  on  the  subordination 
issue,  UIDC  proposed  a  $12  mil- 
lion prepayment,  which  was  ac- 
cepted, in  concept.  But  the  turn- 
pike authority  later  determined 
that  it  did  not  want  a  lump-sum 
payment.  So  we  purchased  30- 
year  Treasury  bonds,  the  aggre- 
gate interest  from  which  equaled 
the  desired  annual  rent.  (With  the 
$12  million  lease  cost.  $25  million 
in  site  improvements,  and  $8  mil- 
lion in  interest  and  other  soft 
costs,  the  overall  land  costs 
worked  out  to  $12.50  per  square 
foot  of  fioor  area.) 

An  amended  lease  with  this  re- 
vision and  several  others  was 
signed  in  January  1980.  In  the 
end,  each  party  received  most  of 
what  it  was  looking  for.  I  he  au- 
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thority  received  acceptable  annual 
payments,  and  we  were  reassured 
about  subordination  because  the 
lease  had  no  monetary  defaults. 
One  of  the  claims  UIDC  made 
consistently  throughout  the  air 
rights  negotiations  and  the  cit- 
izens' review  process  was  that 
Copley  would  be  completely  pri- 
vately financed.  But  in  mid- 1979, 
we  suddenly  realized  the  project 
could  not  happen  without  public 
money.  Luckily,  timing  was  on 
our  side.  The  UD.AG  program 
had  been  instituted  by  the  Depart- 
ment of  Housing  and  Urban  De- 
velopment a  couple  of  years  be- 
fore, and  Copley  looked  like  a 
perfect  fit.  particularly  because  we 
had  gone  through  a  public  review 
process  and  committed  ourselves 
strongly  to  an  affirmative  action 
program.  In  .September  1980,  we 
received  the  largest  UDAG  ever 
awarded  until  that  time:  about 
$19  million,  $15  million  of  which 
was  a  low-interest  loan. 

We  toyed  with  the  idea  of  a 
jumbo  construction  loan  with  a 
consortium  of  banks  for  the  entire 
project,  but  the  different  owner- 
ship arrangements  made  this  ap- 
proach impractical.  So,  in  a  rea- 
sonably short  time,  UIDC  put 
together  separate  bank  groups  for 
each  component  and  received  sep- 
arate commitments  for  the  UDAG 
application.  We  obtained  the  loan 
commitments  in  early  1980,  and, 
as  it  was  still  fashionable  then  to 
get  takeouts,  we  next  turned  our 
attention  to  permanent  fTnancing. 
We  were  working  with  a  moving 
target  from  the  standpoints  of  de- 
sign, cost,  and  interest  rates.  Also, 
the  nature  of  permanent  financ- 
ing was  changing  from  one  of  tra- 
ditional fixed-rate  mortgages  to 
one  of  equity  participations  and 
joint  ventures.  We  found  our- 
selves philosophically  at  odds  with 
giving  up  equity,  so  we  prcKeeded 
through  the  building  phase  with 
eight-to- 1 0-year  construction/term 
financing. 

After  opening  the  individual 
project  components  and  satisfying 
the  standard  construction  loan 
conditions,  we  were  able  to  negoti- 


ate on  some  of  the  more  current 
features  of  term  financing— fixed- 
rate  options,  paying  caps,  accru- 
ing note  provisions,  limited  re- 
course, and  the  like.  With  these 
techniques,  the  loans  resemble 
permanent  financing,  but  they  al- 
low us  to  wait  for  the  interest-rate 
window  to  fix  the  rates.  Mean- 
while, we  secured  permanent  fi- 
nancing for  the  office  and  retail 
components  in  December  1984. 
The  fourth  element  in  our  fi- 
nancing scenario  was  equity  fi- 
nancing. As  with  most  other  de- 
velopers, we  would  just  as  soon 
get  our  cash  out  of  the  deal.  But 
when  we  looked  closely  at  the  size 
of  the  equity  requirement,  we  had 
no  further  doubts.  Our  philosoph- 
ical aversion  to  equity  participa- 
tions changed  dramatically.  Now, 
we  see  the  cost  of  equity  financing 
as  similar  to  that  of  debt  financ- 
ing. Using  a  conservative  set  of 
projections,  we  compute  an  inter- 
nal rate  of  return  to  the  investors 
on  the  amount  of  equity  to  be 
provided,  and  if  the  result  looks 
reasonable,  we  will  consider  it. 

Because  Copley  Place  is  a  one- 
of-a-kind  property,  it  has  attracted 
considerable  interest  from  the  in- 
vestment community;  thus,  we 
have  been  able  to  finance  the 
equity  on  favorable  terms  and  to 
get  our  cash  out  of  the  two  com- 
ponents into  which  we  brought 
additional  panners.  For  the  office 
and  retail  components,  we 
brought  in  JMB/Carlyle.  For  the 
Marriott  hotel,  we  worked  with 
the  Marriott  Corporation  to  bring 
in  United  Parcel  Service  (UPS)  for 
their  first-ever  investment  in  in- 
come prop>erties.  Currendy,  we 
own  50  percent  of  the  office/retail 
portion  in  pannership  with  JMB/ 
Carlyle;  20  percent  of  the  Mar- 
riott portion;  and  50  percent  of 
the  Wesiin,  as  at  the  outset.  Of 
the  residential  component,  we  still 
own  100  percent,  but  this  situa- 
tion will  change  as  we  sell  the  co- 
operative units. 

The  final  cost  of  all  of  the 
Copley  components  exceeded  the 
first  (1978)  estimate  by  $150  mil- 
lion, much  of  which  we  can  at- 


tribute to  the  increases  in  project 
scope  and  the  upgrading  of  quali- 
ty. The  cost  increases  were  offset 
by  revenue  increases,  both  from 
the  higher-than-projected  rents 
and  from  the  additional  square 
footage.  The  internal  rates  of  re- 
turn on  total  capital  remained 
fairly  constant  throughout  the 
process. 

Performance 

Guthrie:  Copley  Place  is  well  on 
its  way  to  remarkable  success.  The 
Westin  hotel,  for  instance,  opened 
in  August  1983.  For  1984 
(through  September),  occupancy 
averaged  almost  72  percent;  by 
October,  it  reached  between  92 
and  94  percent;  and  for  1984 
overall,  it  exceeded  70  percent. 
Also  for  1984  overall,  the  average 
room  rate  for  Westin  exceeded 
$100  per  night. 

By  October  1984,  the  Copley 
Place  Marriott  had  set  a  new  gross 
monthly  volume  record  among  all 
Marriott  hotels  throughout  the 
worid.  For  all  of  1984,  the  Mar- 
riott's occupancies  rose  above  70 
percent,  and  its  overall  room  rates 
neared  $80.  For  both  of  the 
Copley  Place  hotels,  occupancy 
has  been  a  little  higher  and  rates  a 
little  lower  than  projected. 

The  offices  have  attracted  high- 
quality,  "name"  tenants,  and  as  of 
October  1984,  were  more  than  70 
percent  leased.  Among  the  retail 
tenants,  Neiman-Marcus's  vol- 
umes are  improving  upon  their 
forecasts;  other  tenants'  volumes 
are  excellent;  and  UIDC  expects 
overage  rent  income  from  the  first 
year  of  operation  of  the  retail 
space. 

Marketing  of  the  for-sale  resi- 
dential units  began  a  few  months 
ago,  with  49  of  the  78  units  now 
spoken  for.  These  numbers  repre- 
sent a  fine  sales  pace. 

All  in  all,  these  figures  are  ex- 
cellent ones.  But  the  most  impor- 
tant result  is  that  Copley  Place  has 
been  well  received  by  the  citizens 
of  New  England  and  by  the  city  of 
Boston.  It  will  go  forward  from  an 
auspicious  beginning.  ■ 
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Representative  Development  Projects 

Historically,  Urban  has  launched  projects  that  have  had  a  significant 
impact  on  the  aesthetic  and  economic  landscapes  of  cities  across  the 
nation: 

Copley  Place,  a  mixed-use  development  of  two  hotels,  845,000 
square  feet  of  office  space,  and  over  100  retail  shops,  utilized  what 
appeared  to  be  unusable  air-rights  space  in  Boston's  fashionable 
Back  Bay  area  and  created  a  connection  between  existing  retail  shops 
in  Prudential  Center,  Copley  Square  and  Newbury  Street.  The  re- 
sulting linkage  is  turning  the  Back  Bay  into  a  commanding  retail 
area  that  draws  customers  from  all  across  the  country  as  well  as  the 
city  and  its  suburbs. 

CityPlace,  the  "building  with  a  brain,"  rises  535  feet  above  down- 
town Hartford,  as  the  tallest  building  between  Boston  and  New  York 
City.  Via  an  enclosed  skywalk,  CityPlace  is  connected  to  the 
Hartford  Civic  Center  which  includes  a  regional  coliseum  and 
convention  center,  office,  retail  and  hotel  facilities. 

One  Logan  Square,  an  office  and  hotel  complex  built  on  a  historic 
site,  created  a  new  prestige  location  in  Philadelphia  and  brought  a 
true  luxury  hotel  to  the  city.  This  impressive  structure  has  triggered 
major  development  in  its  vicinity  which  is  positively  affecting  the 
economy  of  the  Center  City. 

Water  Tower  Place,  in  Chicago,  converted  North  Michigan  Avenue 
into  a  world-class  shopping  mecca  for  city  dwellers,  suburbanites 
and  tourists.  Offering  an  attractive  combination  of  retail,  hotel,  office 
and  residential  facilities,  the  complex  is  a  city  within  itself. 

333  Wacker  Drive,  acclaimed  for  its  architectural  and  structural 

design,  is  a  new  landmark  in  the  city  of  Chicago.  Hugging  the  curve 

of  the  Chicago  River,  the  green  glass  tower  majestically  sweeps  the 

comer  of  Wacker  Drive  and  visually  melds  land,  water  and 
cityscape. 

City  Center,  a  four-block  complex  containing  2.9  million  square  feet 
in  Denver's  financial  district,  has  successfully  transformed  that  city 
into  a  major  business  center  of  national  standing. 


Copley  Place 

The  Back  Bay,  Boston,  Massachusetts 

Copley  Place,  Urban's  9.5  acre  mixed-use  development,  includes  a 
Westin  Hotel,  a  Marriott  Hotel,  four  interconnected  seven-story  office 
buildings,  a  shopping  center,  residences  and  parking.  Utilizing  what 
appeared  to  be  unusable  air-rights  space,  Copley  Place  created  a  com- 
manding business  location  and  retail  linkage  in  Boston's  Back  Bay  area. 


Type:  Mixed-use  development 

Gross  Area:     3.7  million  square  feet  —  9.5  acre  site 


Opened: 


1983  - 1984 


Components:  Retail  -  Two  levels  with  375,000  leasable  square  feet,  over 
100  shops,  boutiques  and  restaurants  and  a  nine-screen 
cinema  complex; 
Major  Tenants: 

Neiman-Marcus  @  104,000  square       feet.  Tiffany  &  Co., 
Gucci,  Polo/Ralph  Lauren,  Saint  Laurent  Rive  Gauche 

Office  -  Four  interconnected  seven-story  towers  surround- 
ing a  nine-story  atrium  @  845,000  leasable  square  feet; 
Major  Tenants: 
Aetna  Life  &  Casualty 
Bain  &  Company 

International  Business  Machines  Corporation 
John  Hancock  Mutual  Life  Insurance  Company 
Merrill  Lynch,  Pierce,  Fenner  &  Smith,  Inc. 
Shawmut  Bank  of  Boston 

Hotels  -  The  Westin  Hotel  at  Copley  Place,  804  guest  rooms 
in  a  36-story  luxury  hotel;  The  Marriott  Hotel  at  Copley 
Place,  1,145  guest  rooms  in  a  38-story  convention  hotel 

Residential  -  104  cooperative  and  rental  apartments 

Parking  - 1,453  car  spaces  in  three  enclosed  garages 

Architects:       The  Architects  Collaborative  Inc.,  Cambridge.  Ma. 
The  Stubbins  Associates,  Inc.,  Cambridge,  Ma. 
Vitols  Associates,  Boston,  Ma. 


Cityplace 

In  the  heart  of  downtown  Hartford,  Connecticut 

CityPlace,  an  office  and  retail  development,  occupies  a  full  city  block.  An 
enclosed  pedestrian  bridge  links  CityPlace  to  the  Hartford  Civic  Center, 
which  includes  a  coliseum  and  convention  center,  offices,  retail  mall  and 
Sheraton  Hotel. 

CityPlace  contains  Hartford's  first  indoor  plaza,  a  dramatic  three-story 
glass  enclosed  atrium  court  which  provides  the  major  entry  into  the 
building. 

As  Hartford's  most  prestigious  business  address,  CityPlace's  tenant 
roster  includes  nationally  prominent  legal,  financial,  stock  and  real  estate 
brokerage  and  accounting  firms.  Innovative  in  concept  and  elegant  in 
design,  CityPlace  has  brought  a  new  dimension  in  character  and  quality 
to  downtown  Hartford  and  a  new  look  to  the  way  Hartford  does  busi- 
ness. 


Type: 

38-story  office  building 

Opened: 

1983 

Gross  Area: 

1,144,000  square  feet 

Major  Tenants:   Aetna  Life  &  Casualty 
Day  Berry  &  Howard 
Deloitte,  Haskins  &  Sells 
Murtha,  Cullina,  Richter  and  Pinne 


Parking: 

Special 
Distinction: 


Architect: 


238  car  spaces  below  ground 


CityPlace  is  Connecticut's  tallest  structure,  stand- 
ing 535  feet  above  the  street  below. 

Skidmore,  Owings  &  Merrill,  Chicago,  Illinois 


One  Logan  Square 

Center  City,  Philadelphia,  Pennsylvania 

One  Logan  Square,  clad  in  warm  gray  granite  and  shaped  to  accentuate 
Logan  Square's  vast  public  space,  created  a  new  prestige  location  in 
Philadelphia  and  brought  a  true  luxury  hotel  to  the  city.  It  is  one  of 
Urban's  "people  places"  where  individuals  can  work,  shop  and  enjoy 
their  leisure  in  comfort. 

Type:  Mixed-use  development 

Opened:  1983 

Gross  Area:  1.2  million  square  feet 

Components:         Office  -  The  Cigna  Building,  a  30-story  office  tower 
with  600,000  leasable  square  feet 
Major  Tenants: 
Aetna  Life  &  Casualty 

The  CIGNA  Corporation  (corporate  headquarters) 
Morgan,  Lewis  &  Bockius 

Hotel  -  Four  Seasons  Hotel  Philadelphia,  an  8-story, 
370  room  luxury  hotel 

Parking  -  A  five-level  parking  facility  of  462  car  spaces 
stands  adjacent  to  the  office  tower  and  hotel 

Architect:  Kohn  Pedersen  Fox  Associates,  New  York,  New 

York 
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Water  Tower  Place 

North  Michigan  Avenue,  Chicago,  Illinois 

Opened  in  1975,  the  marble-clad  Water  Tower  Place  was  Urban's  first 
mixed-use  development.  It  contains  retail,  commercial,  office,  hotel,  park- 
ing and  luxury  residential  space.  This  building  set  new  standards  within 
the  real  estate  industry  and  created  a  positive  influence  and  contribution  to 
Chicago's  Magnificent  Mile. 

Water  Tower  Place's  eight-level  Atrium  Shopping  Mall,  anchored  by 
Marshall  Field's  and  Lord  &  Taylor,  features  over  120  specialty  stores  and 
attracts  over  12  million  shoppers  a  year.  It  is  a  product  of  Urban's  innova- 
tive approach  to  retail  development,  which  combines  sound  economics  and 
advanced  merchandising  concepts. 

The  elegant  and  luxurious  Ritz-Carlton  Hotel  draws  business  people  and 
visitors  to  stylish  Water  Tower  Place  on  Chicago's  Gold  Coast.  The  hotel 
was  ranked  No.  1  in  the  nation  and  No.  14  in  the  world  in  a  1984  survey 
conducted  by  Institutional  Investor  magazine. 


Type: 
Gross  Area: 

Opened: 
Components: 


Architect: 


Mixed-use  development 

3.1  miUion  square  feet  in  66  stories  rising  from  an  eight- 
story  base 

1975  - 1976 

Retail  -  The  Atrium  Shopping  Mall:  an  eight-level  vertical 

shopping  mall  with  almost  700,000  square  feet  of  leasable 

area. 

Major  Tenants: 

Marshall  Fields 

Lord  &  Taylor 

Chas.  A.  Stevens  and  128  shops,  boutiques,  restaurants 

and  seven  cinemas 

Office  -  Two  levels  of  corporate  and  professional  offices 
with  144,000  leasable  square  feet 

Hotel  -  The  Ritz-Cariton  Hotel:  432  luxury  rooms  and 
twenty  apartments  on  22  floors 

Residential  -  260  luxviry  uiuts  ranging  from  1,175  to  3320 
square  feet,  on  40  floors 

Parking  -  Four  levels  of  below-ground  parking  for  over 
600  cars 

Loebl  Schlossman  &  Hackl  and  Murphy/Jahn  Associates, 
Chicago,  Illinois 


333  Wacker  Drive 

Downtown  Loop  of  Chicago,  Illinois 

333  Wacker  Drive,  acclaimed  for  its  architectural  and  structural  design, 
created  a  new  landmark  for  Chicago.  The  lobby  of  the  36-story  office 
tower  beautifully  complements  the  building's  green  glass,  marble  and 
granite  exterior. 


Type: 

36-story  office  building 

Opened: 

1983 

Gross  Area: 

1,043,000  square  feet 

Major  Tenants:    Urban  Investment  and  Development  Co. 
(corporate  headquarters) 

John  Nuveen  &  Co.  Incorporated  (corporate  head- 
quarters) 

Altheimer  &  Gray 
Morton-Thiokol,  Inc. 

Special 

Distinction:  The  only  new  office  building  chosen  for  the  Ameri- 

can Institute  of  Architects'  1984  Honor  Award 

Architects:  Kohn  Pedersen  Fox  Associates,  New  York,  New 

York 
The  Perkins  &  Will  Group,  Chicago,  Dlinois 


Mountain  Bell  Center 

At  City  Center,  downtown  Denver,  Colorado 

City  Center,  occupying  almost  four  blocks  in  Denver's  financial  district, 
is  a  business-banking  development  with  2.9  million  square  feet  of  office 
space  in  four  buildings:  Arco  Tower,  First  Interstate  Tower,  Mountain 
Bell  Center  and  Petro- Lewis  Tower.  In  addition,  612  hotel  rooms,  over 
3,000  parking  spaces  and  two  acres  of  landscaped  plaza  space  complete 
the  project. 


Mountain  Bell  Center,  one  of  the  four  City  Center  buildings,  was  com- 
pleted in  the  record  time  of  nineteen  and  one-half  months.  This  construc- 
tion feat  earned  Urban  the  coveted  Build  America  Award  from  the 
Associated  General  Contractors  of  America. 


Type: 

54-story  office  building 

Opened: 

1983 

Gross  Area: 

1.5  million  square  feet 

Major  Tenants:    Mountain  States  Telephone  &  Telegraph  Co. 
Scientific  Software  Corporation 
Sohio  Petroleum  Co. 


Parking: 

Special 
Distinction: 


2,108  car  spaces  in  adjacent  facility 


Build  America  Award  from  Associated  General 
Contractors  of  America 


Architect: 


Metz,  Train  &  Youngren,  Inc.,  Chicago,  Illinois 
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Present  Development  Projects 


Urban's  commitment  to  developing  imaginative  and  financially 
successful  projects  heralds  continuing  achievement  and  progress 
for  the  company,  as  witnessed  by  the  five  exciting  developments 
currently  underway: 


116  Huntington  Avenue,  in  Boston,  will  be  a  14  story  signature 
office  building  with  retail  uses  at  its  base  and  a  below-grade  garage 
for  approximately  60  cars.  Inquiries  from  office  tenants  in  the 
immediate  vicinity  with  regard  to  the  need  for  expansion  space, 
including  existing  Copley  Place  tenants,  support  the  viability  of 
bringing  an  additional  240,000  square  feet  onto  the  market  in  early 
1990. 


Tent  City,  a  Boston  project  which  was  finally  facilitated  through 
the  collective  efforts  of  Mayor  Raymond  Flynn,  the  Boston  Redevel- 
opment Authority  and  Urban,  which  made  contributions  valued  at 
some  $11  million,  will  be  ready  for  occupancy  in  early  1988.  Con- 
structed above  the  2  level  garage  which  Urban  built  below  grade. 
Tent  City  will  contain  some  270  low-and  moderate-income,  and 
market  rate  apartments  in  Boston's  South  End. 


CityPlace  II,  Hartford,  is  the  second  phase  of  a  development  pro- 
gram that  began  with  CityPlace  I.  This  "building  with  a  brain"  will 
be  run  by  a  full-automated  computer  system  that  monitors  and 
controls  the  building's  environment  to  make  it  more  comfortable 
and  useable  for  its  occupants. 


Two  Logan  Square,  in  Philadelphia,  a  $140  million  office  and  com- 
mercial tower  that  will  provide  700,000  square  feet  of  leasable 
space,  is  the  second  phase  of  a  development  program  that  began 
with  the  building  of  One  Logan  Square. 


900  North  Michigan,  Chicago,  is  a  high-rise,  mixed-use  develop- 
ment anchored  by  the  Midwest's  first  Bloomingdale's  department 
store.  The  building  will  cover  nearly  a  full  city  block  site  in  the 
heart  of  Chicago's  Gold  Coast.  It  will  contain  a  six-level  retail 
gallery  with  approximately  100  stores,  20  floors  of  office  space,  125 
residences,  a  luxury  hotel,  and  parking  for  approximately  1,700 
cars. 


116  Huntington  Avenue 

Boston,  Massachusetts 

The  development  of  this  20,000  square  foot  site  adjacent  to  the  Copley 
Place  Marriott  Hotel  on  Huntington  Avenue  grew  out  of  Urban's  work 
with  the  BRA  in  enabling  the  Tent  City  project  to  become  a  reality. 
Having  donated  the  land  and  the  development  costs  for  a  two-level 
underground  parking  garage,  as  well  as  setting  aside  129  of  the  698 
parking  spaces  for  residents  of  the  Tent  City  housing  (built  above  the 
garage).  Urban  was  compensated  with  the  opportunity  to  secure  devel- 
opment rights  on  the  Huntington  Avenue  site. 


Type: 

14-story  office  building 

Gross  Area: 

264,000  square  feet 

Scheduled 

Opening: 

First  Quarter  1990 

Parking:  60  spaces  on  2  levels  below  grade;  400  additional 

available  spaces  in  adjacent  Copley  Place  and 
Dartmouth  Street  garages. 

Architect:  Childs,  Bertman,  Tseckares  and  Casendino  Inc. 

Boston,  Massachusetts 


Tent  City/The  Dartmouth  Street  Garage  j 

Boston,  Massachusetts  f 


Urban's  discussions  with  the  City  and  the  BRA,  which  began  in  1984  and 
continued  over  a  period  of  almost  2  years,  resulted  in  a  Memorandum  of 
Understanding  (MOU)  which  spells  out  Urban's  commitment  and  contri- 
butions towards  the  realization  of  the  270-unit,  low,  moderate  and 
market  rate  apartment  complex.  Specifically,  Urban  donated  the  portion 
of  the  site  which  it  owned  to  Tent  City  (12  parcels  of  land),  and  con- 
structed the  foundation  for  the  Housing;  Urban  also  agreed  to  set  aside 
129  parking  spaces  for  Tent  City  residents  in  the  2-level,  698-car  under- 
ground garage,  and  provide  management  and  maintenance  of  the  garage 
for  30  years.  After  99  years,  the  BRA  will  gain  ownership  of  the  garage. 

Scheduled 

Opening:  Housing:  First  quarter,  1988 

Garage 

Opening:  December  1986 

Architect:  Goody,  Clancy  &  Associates,  Inc. 

Boston,  Massachusetts 


I 


CityPlace  II 

Hartford,  Connecticut 


CityPlace  11,  an  18-story  office  building,  will  be  connected  to 
CityPlace  I  by  the  existing  three  story  atrium,  and  will  faithfully  follow 
the  original  CityPlace  design  concept.  The  new  tower  will  offer  prime 
retail  and  office  space  in  the  heart  of  Downtown  Hartford. 


Type: 


Scheduled 
Opening: 

Parking: 


Architects: 


18  story  office  building 


Gross  Area:  350,000  square  feet 


Third  quarter,  1989 

75  spaces  below  grade,  with  an  additional  225 
located  at  a  nearby  facility 

Skidmore,  Owings  &  Merrill,  Chicago,  Illinois 
Jeter  Cook  &  Jepson,  Hartford,  Connecticut 


Two  Logan  Square 

Center  City  Philadelphia,  Pennsylva- 

Two  Logan  Square  is  the  second  office  and  commercial  tower  to  be  built 
as  part  of  Urban's  Philadelphia  development  program.  It  will  contain 
approximately  700,000  leasable  square  feet. 


Type: 

Gross  Area: 

Scheduled 
Opening: 


34-story  office  building 
800,000  square  feet 


Second  quarter  1988 

Major  Tenant:      Pepper,  Hamilton  &  Scheetz  (151,000  square  feet) 

Parking:  192  spaces  at  adjacent  One  Logan  Square  Parking 

Facility 

Architect:  Kohn  Pedersen  Fox  Associates,  New  York,  New 

York 


900  North  Michigan 

Chicago,  Illinois 


900  North  Michigan,  destined  to  be  the  new  prestige  address  on 
Chicago's  Magnificent  Mile,  will  contain  office,  hotel,  residential,  parking 
and  retail  space  —  including  Chicago's  first  Bloomingdale's  store. 


Type: 
Gross  Area: 


Scheduled 
Opening: 

Components: 


Architects: 


Mixed-use  development 

2.7  million  square  feet  —  66-story  structure  with  a 
58-story  tower  rising  from  an  eight-level  base 
building 


Mid  1988  through  1989 

Retail  -  450,000  leasable  square  feet  on  6  floors, 
including  a  250,000  square  foot  Bloomingdale's 
department  store 

Office:  550,000  rentable  square  feet  on  20  floors 
Major  Tenant:  JMB  Realty  Corporation  (corporate 
headquarters) 

Hotel:  Four  Seasons  Hotel  Chicago  —  346  luxury 
guest  rooms,  6  boardrooms  and  16  apartments 

Residential:  125  units  on  19  floors  wdth  living  areas 
ranging  from  1,500  to  3,500  square  feet  each 

Parking:  valet  parking  for  260  cars  on  below-grade 
level  of  main  structure:  1,450  additional  spaces  in 
an  adjacent  facility  which  includes  11,500  square 
feet  of  retail  space  at  street  level 

Kohn  Pedersen  Fox  Associates,  New  York,  New 

York 

The  Perkins  &  Will  Croup,  Chicago,  Illinois 
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